www.business-today.com -~ January 15, 2006 





DRIVEN BY 
DURA 


| TECHNOLOGY 





aua el E WA f Nee tA A cA 
" G9 oF oF Q9 t | j «жж, 


ford FIESTA 





The obsession begins. One look and you'll want to drive it. And once you ve driven it, you will want to keep driving it. 
The Ford Fiesta, with its raring-to-go stance, European design, muscular styling, and superior drive dynamics, is built to 
make you feel that way. Add to this, a highly refined, fuel-efficient Dura engine, and you can't help but go fida. 


3 EXCITING OPTIONS x HIGH PERFORMANCE 16 DURATEC PETROL 
(101 PS POWER. 146 NM TORQUE) ж HIGHLY REFINED 14 DURATOAQ DIESEL 
(160 nm TORQUE) x HIGH VALUE 14 DURATEC PETROL (82 PS POWER) 
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" ® ALLAHABAD: Brij Ford : 2560732/34. е AMRITSAR: Bhagat Ford : 2701563/64. * AURANGABAD: Wasan Ford : 2360477/88. + BANGALORE: Cauvery Ford 
: 01482-512524. * BHOPAL: Sai Ford : 2557387/89. • BHUBANESHWAR: Capital Ford : 2563747-49. • CALICUT: PVS Ford : 2326060-62. * CHANDIGARH: Bhagat Ford 
IEHRADUN: Bhagat Ford : 2643851-54. * GOA: Caculo Ford : 5641307-9.* GUNTUR: Lakshmi Ford : 2322966. * GUWAHATI: TI Ford : 2660724, 2660745. * HYDERABAD 
00. + JALANDHAR: Bhagat Ford : 5079321-29. * JAMMU: Jammu Ford : 2552977, 2504746. * JAMSHEDPUR: Jayashree Ford : 2109164-65. + JODHPUR: O.S. Ford : 
d : 2656838 / 39. е KOLKATA: Ganges Ford : 22851005-8. + KOTA: K.S. Ford : 2390937. * KOTTAYAM: Kairali Ford : 2304986/87. * LUCKNOW: Narain Ford : 2621176 
i61. * MUMBAI: Shakti Ford : 50090000. Shaman Ford : 2422 8282/8383. Wasan Ford : 25290275-81. Wasan Ford 25893636 NAGPUR: Aditya Ford : 2528865, 
13. South City Ford : 2547850/51/53. Samara Ford . 51006222-25, MANGALORE: Cauvery Ford : 2450083/85 + NOIDA: South City Ford : 2547850/51/53. + PATIALA 
d : 58011515. * RAJKOT: Eagle Ford : 2370041-44. + SALEM: Chennai Ford : 2448210/185. е SURAT: Bhavna Ford : 2548883/4. * TINSUKIA: T.I. Ford : 0374-2342845 
4. * UDAIPUR: K.S. Ford : 2424701, 2526996. * VADODARA: Amin Ford : 2772999, 2772818. * YAMUNA NAGAR: Pearl Ford : 236781/82 








Make Every Day Exciting 





ж 











FREE 1600 425 3545 — 


ШІЛІГІ TWO TONE INTERIORS - LEATHER SEATS - LEATHER WRAPPED STEERING WHEEL - 6CD IN-DASH AUDIO WITH 6 ЅРЕАКЕ 
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imagine a IV that makes any room come alive. 


Imagine cinematic sound, DNIe™ picture enhancement and 3,000:1 dynamic contrast ratio with 
8 ms fastest response time. A television whose design and picture are equally arresting. With the 


samsung LCD TV, it's not that hard to imagine. To learn more, visit www.samsung.com/india 
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Available size: 51cm to 115cm 





25 CHALLENGES FOR 


INDIA 


From The Editor-in-chief 


HERE IS A NEW BUZZ ABOUT INDIA IN THE 

international business community. It is 

rapidly emerging as a preferred destination 

for foreign investors. ЕП inflows have 

reached a new high by crossing the $10 
billion mark in 2005. FDI, too, has been one of the 
highest in recent years, with an inflow of $2.9 billion 
(April-September 2005). India is considered as one of 
the fastest growing economies of the world. The 
stock market shows no sign of stopping as it reaches 
new heights. А consumer boom is upon us as corpo- 
rates clock in respectable profits. Property prices are 
going through the roof. On all counts, we seemed to 
have got the world's attention and the economy is 
doing well on most parameters. 

But all this good news sometimes masks some 
of our hard realities and a deeper malaise. Our 
infrastructure deficit is gigantic. India's Prime Minister 
Manmohan Singh has gone on record that the coun- 
try needs to spend $150 billion over the next 10 
years to get its infrastructure up to acceptable levels. 
Indian companies pay thrice as much for power as 
their competitors in China, yet suffer more outages. 
About 150 million Indian households do not have 
electricity. Some 100 million families live without 
water at home. According to an estimate by the 
Confederation of Indian Industry, it is cheaper to 
import steel from Europe to Mumbai than to transport 
it from Jamshedpur. The country's literacy rate is an 
unimpressive 61 per cent and probably that high be- 
cause it is near total in large cities. And the benefits of 
the telecommunication and computing revolution 
that has taken urban India by storm over the past five 
years is all but lost to almost 80 per cent of the 
country's 1.2 billion people. 

There are other such statistics, most of which 
serve only to dispel the notion that India is on the way 
to becoming the economic, intellectual and cultural 
powerhouse that we all believe it is. At the level of the 
household-economy, for instance, only around nine out 
of every 1,000 Indians drive, or are driven around, in 
a car. At the intellectual plane, only four Indians have 
ever won Nobel Prizes. In the area of culture, no 
Indian film has ever won an Oscar (and this in a 
country that churns out 1,200 motion pictures a 
year). And no Indian has ever won an Olympic Gold. 

In other words, India is one Big challenge. But 
these challenges can be met. It may take some doing 
to pipe electricity to all of India's villages, but it is pos- 
sible to do so. Which is why this anniversary issue of 
Business Today, the 14th in a series of anniversary 
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issues, is dedicated to the theme of understanding w 
it will take to achieve every one of these objecti 
from an Olympic Gold to universal healthcare; fr 
a Physics Nobel to cars for all; and from an Osca: 
a teledensity of 100. Over the next 200 pages 
so, some of the finest Indian minds in the wc 
will set out their own blueprint for achieving th 
goals that were once considered impossible. 

Іс is heartening that most of these visionaries 
from the world of business. It has always been 
belief that Big Business will eventually get arounc 
addressing some of humanity's seemingly ins 
mountable problems. Charity isn't a sound busir 
model, but development is. And in this, the 2 
century, profit no longer comes with innuendo: 
exploitation. Some of the suggestions you \ 
encounter in these pages are radical. Others 
delightfully simple. It is our hope that reading th 
will encourage you to come up with solution: 
your own for such, or other problems. 

Here's wishing you a happy, prosperous and р 
ductive new year. May the good times roll for al 
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Killer performance 
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roducing the Wipro LittleGenius UltraSlim series. The sleek, 1.69 kq notebook now comes with a 
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here. And with а 3.5-hour long battery life. Take a look 
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details, mail littlegenius@wipro.com, log on to www.wipro.in or call toll free at 1600 3453312 for a demo 
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JK PAPER LTD. 


Creating lasting emmpretieoni 





The cover story Tween Power (BT, 
January 1, 2006) was quite 
interesting and something I could 
relate to very well. I have two 
daughters, aged nine and 11, who 
refuse to wear anything that is not 
branded. I guess ads have a lot to 
do, in fact, they have eVerything to 
do, with today's brand-conscious 
kids. It came as bit of a shock to 
learn that the tween market in 
India is worth Rs 20,000 crore. 
That's some figure. No wonder, 
most ads are targeted at these so- 
called ‘tweens’. 

SAMEENA KHAN, BHOPAL 


New Age Marketing 

The cover story on Tween Power 
(BT, January 1, 2006) focusses 
on many aspects of marketing. 
Marketing pundits are now in- 
creasingly pushed to create new 
segments, slicing groups by age. 
On another note, I was pained by 
your classification of tweens as 
brash, spoilt, traditionalist at heart, 
who may not go to successful 
courses. At a time when we are 
focussing on new age education, 
what’s the point in dividing kids 
into damning groups? 





MAHESH KAPASI, NEW DELHI 


Marketing Puzzle 
The cover story Tween Power (BT, 
January 1, 2006) tells that the 
present time belongs to the young. 
With revolution brewing in the 
world of communications—inter- 
net and computers et al—the older 
generation is falling behind. It is in- 
teresting to watch how much hold 
the older lot will have on the 
world of marketing. Marketing 
wizards will have to target this 
segment with specialised products. 
That leaves us with bread-earners, 
who too are on a splurging mood. 
BIMAL GUHA, KOLKATA 


Spoilt By Service 

In the context of your story Spoilt 
For Choice (BT, January 1, 2006), 
I would say “if you throw peanuts, 
you get monkeys”. My experience 
with no-frills airlines has not been 
good. At one time, a particular 
airline did not allocate seats, so 


everybody was literally running 
to get the best seats. Another time, 
my baggage got lost and the grou- 
nd staff appeared hassled. So, the 
service you get is equivalent to 
what you pay. 

VISHAL GROVER, GWALIOR 


Charity Begins At Home 

BT 60 Minutes (January 1, 2006) 
with Bill Gates gives an insight 
into the world’s richest and 
possibly the most philanthropic 
man. Business and charity are two 
different worlds. But Gates has 
shown that the two can be 
juxtaposed, If Indian Inc. follows 
Gates model of giving back to the 
world part of their profits in a 
way that it makes a difference, it 
will not take us long to be in the 
league of developed nations. But 
then again, we have to first ensure 
that the money doesn’t get 
siphoned off by middlemen! 


RAUNAQ SHAH, NEW DELHI 
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THE ECONOMIC CHALLENGES : 


58 XERXES DESAI 
On what will it take to make 


Made in India a preferred tag? 


On what will it take to make 
our cities truly world class? 
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64 RAKESH JHUNJHUNWALA 


On what will it take for the 
Indian capital market to lead 
the country's growth? 
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On what will it take to secure our 


energy future? 


water for all? 
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Azzuro, the ultimate blue blazer. Lightweight, 
with burnished metal buttons and a luxurious 


lining embossed with the world map. 


On what will it take to ensure clean 
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On what will it take to electrify 
all our villages? 


IO DEEPAK PAREKH 
On what will it take to provide 
brick and mortar housing to 


every Indian? 
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On what will it take to ensure 
healthcare for all? 
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Зб KUMAR MANGALAM BIRLA 
On what will it take to make India 
an economic superpower? 

44. ANAND MAHINDRA 


CHALLEN GES On what will it take for India to become 


the #1 FDI destination in the world? 









5Z SUNIL MITTAL 
On what will it take for an Indian 
company to be among the world’s 


1 4 NEWSMAKERS 10 largest? 
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On what will it take for at least one in four Indians to own a car? 
On what will it take to raise India's per capita income to $250 a month? 


On what will it take to bridge the digital divide? 


THE DELIVERY CHALLENGES 


1 ӘОүс. DEVESHWAR 
On what will it take to empower poor farmers? 


1 96 ANU AGA 


On what will it take to increase the number of women in our workforce? 


dew 206 ASHOK ALEXANDER 
On what will it take to beat the AIDS epidemic? 


2 12 NR. NARAYANA MURTHY 
On what will it take to rid India of corruption? 
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On what will it take to eradicate 


On what will it take to create 


poverty? a market out of India's poor? 

On what will it take to achieve On what will it take for a resident 
universal quality education? Indian to win a Nobel Prize? 

On what will it take for India to On what will it take for an 
become a nation of innovators? Indian to win an Olympic Gold? 





184 GIOVANNI BISIGNANI 


On what will it take to make India one of the world's top five 
tourist destinations? 
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Stylish, informal tweed jacket in 
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NEWSMAKERS OF 2005 


Three Men And A New Year 


Our choice of business leaders of 2005, and the behind-the-scenes story. 


HE THREE COMPANIES THAT ARE CLUBBED 

together as the Indian rr industry's Tier I, 

rcs, Infosys and Wipro— strangely enough, 

there’s a certain phonetic cadence to their 

names when strung together, irrespective of 
the order in which the companies are taken—are 
around the same size in terms of revenues (give or 
take a few hundred million dollars here and there), 
number of employees (again, give or take a few thou- 
sand here and there), and nature of business (over- 
looking obvious differences related to the type of 
contracts they prefer, or their revenues from spe- 
cific industry-segments). Why, even the men who 
head these companies are of similar vintage: TCS CEO 
S. Ramadorai, turned 60 in October 2004; Wipro 
Chairman Azim Premji reached the milestone in July 
2005; and Infosys Chairman N.R. Narayana Murthy 
will do so in August this year. 

The similarities, though, while interesting enough to 
find mention here, are not why this magazine believes 
the three men feature here. If Messrs Premji, Murthy 
and Ramadorai were the business leaders of 2005 —1 

seems unnecessary to mention here that 
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this Is an opinion and that readers are free to buy 
into it, trash it, or even write to us with alternative 
names if they have the energy to do so—it is because 
each did something in the course of the year that set a 
trend or highlighted one, reflected the changing face 
of India Inc. or served as a stark pointer to the fact that 
plus ca change, plus c'est la méme cbose (the more 
things change...), or simply proved why they are as dif- 
ferent as they are from their peers. 

Murthy, first. In 2005, he took on a politician, for- 
mer Prime Minister and Janata Dal (S) leader H.D. 
Deve Gowda, just as in 2004, he had taken on another, 
then HRD Minister Murli Manohar Joshi. He tried to 
do his bit to revive Bangalore's crumbling infrastruc- 
ture (he failed), resigned from the stewardship of 
Bangalore International Airport Limited (BIAL) when 
Gowda alleged that he had done nothing for the 
company, and articulated (as he had a few years ago), 
his half-desire to be India's ambassador to the United 
Srates. And, in a year when some people in Bangalore 
started calling him the new Mahatma—this was in the 
wake of the spat with Gowda and the term was used 
part derisively, part respectfully—Murthy confirmed 
that he would step down as Executive Chairman of 
Infosys Technologies come August 2006 (when 

he turns 60). Renunciation has never come 
X easily to India's CEOs. Earlier last year, Tata 

Sons revised an earlier norm about its non- 
Executive Directors relinquishing their position 
when they turned 70, and introduced a new 
one that put the ceiling at 75. That will allow 
Ratan Tata to continue as Chairman until 
December 2012. 

Ramadorai, next. The last year 
began badly for TCS (its January- 
March 2005 financial results 
didn't look good), but the 
company recovered quickly. 
More importantly, in 
September, the com- 
pany struck a blow for 
all of the Indian IT 
industry when it bagged 
a $260-million (Rs 1,170- 
crore) deal from Dutch bank 
ABN AMRO for application 


NEWSMAKERS OF 2005 


development and maintenance The Adventurer 


(ADM, the thing that accounts for the THE THING ABOUT PEOPLE SUCH AS 
bulk of the revenues of almost all Vijaypat Singhania, Chairman 
Indian iT services firms). Infosys Emeritus, Raymond Group, Hon. 
Technologies, too, grabbed a $140- Air Commodore, Indian Air Force, 


million (Rs 630-crore) piece of the aviator, writer, film-maker, is that 
overall deal valued at $1.8 billion there is always something else wait- 
(Rs 8,100 crore). In the normal ing to be done, another record 
scheme of things, a customer with waiting to be broken. “It has been 
$1.8 billion worth of business up for my obsession," says the man simply, 
outsourcing (the amount includes of his record-breaking ascent to 


hardware and infrastructure too) 69,852 feet in a hot-air balloon (in 
would have picked a large vendor late 2005). 70K next.Abona Ghosh 


such as IBM, who would have then 
shopped out smaller pieces to other 
vendors, some of whom would have 
been Indian firms. This deal, then, 
signifies many things: the creation of 
space at the high-table for Indian 
firms; the ability of these firms to 
play with the big boys such as IBM 


Ramadorai, Premji 
& Narayana Murthy 
are all trendsetters 


and Accenture; and a growing belief 





Alive, He Cried 


FOR A FEW MONTHS IN 2005, EVERY- 
one was talking about Sahara 
Supremo Subrata Roy's illness, even 
his alleged death. Then, the man 
made it to the front page of a daily, 
proclaiming his health and per- 
forming feats of strength and 
endurance. His public appearances 
since have been infrequent, but cal- 
culated. Krisbna Gopalan 
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: 
among customers that there is wis- FORMER VOLKSWAGEN EXEC HELMUT | 
dom in breaking а large deal into |" Schuster had the perfect caper: | 
several mid-sized ones. | | Set up a company in India, con- š 

Premji, last. In a year when his vince a state government to invest Ë 
personal holding in Wipro money in return for a plant in | 
decreased by some 2 percentage that state and siphon off the funds. қ 

: ` ^ ? T ` > . 
points to around 82 рег cene, the Andhra Pradesh, to its embarrass- J 
man bid adieu to his most high- ment, took the bait KG | 
profile lieutenant, Vice Chairman 
Vivek Paul. Claiming he had always КЕСУ ЖЕЛИНЕ ҮҮ S PASAQ see ORT iE 
been “hands-on”, Premji set about ; 
re-shaping Wipro and the buzz is, VC-turned-VC 
this year could see the company THAT’S VICE CHAIRMAN TURNED 
make a really big acquisition. In venture capitalist, and after six 
many ways, though, the promoter- years with Wipro, helping the 
manager, professional-manager company achieve an image that 
clash in one the country’s most was finally in keeping with its - 


competitive companies (and in one business, GE-alum Vivek Paul left 
that is engaged in the relatively the company, ostensibly because 
new-age business of Information he wanted to try his hand at being 
Technology) is indicative of India a venture capitalist. Now a part- | 
Inc.'s heritage. Most companies ner at Texas Pacific Group, Paul 
continue to be owned or controlled says he is "truly excited about 
by promoter-families. what lies ahead”. AG 


Take A Bow 


LAST YEAR, WARBURG PINCUS SOLD ITS 
remaining stake in Bharti Tele-Ventures, 
5.65 per cent, to Vodafone. On an inves- 
tment of $300 million or Rs 
1,350 crore (the investor 
had, at one time, an 18 
per cent stake in the 
telco), Warburg made 
around $1.6 billion 











The Saheb Returns 


AFTER 50 YEARS, HINDUSTAN LEVER 
Limited, India's largest consumer 
products firm, got an expatriate, 
Douglas Baillie, as СЕО. Now in 
charge of the company's operations 
in Turkey, Baillie will take over in 
March. Although the company 
hasn't said so, the change may have 
been necessitated by HLL's recent 







(Rs 7,200 crore). Head 
Rajesh Khanna should 
take a bow. 

Krisbna 
Gopalan 


KALYAN CHAKRAVORTY 





Dealmaker's Deal 

ONE OF INDIA'S BEST-KNOWN DEAL- 
makers, Hemendra Kothari struck 
the deal of a lifetime when he 
agreed to sell his 47.73 per cent 
stake in DSP Merrill Lynch for $500 
million (Rs 2,250 crore) to Merrill 
Lynch. *When I started business, 
my objective was to be a leading 
financial house," says Kothari who 
has done just that. KG 





Vroom! 


THE BUZZ IS, SOON AFTER HE SOLD 
his 64 per cent stake in BPL Com- 
munications to Essar, Rajeev 
Chandrasekhar went out and 
splurged on a Lamborghini (he 
is fond of fast cars and big bikes). 
Now, the former Intel employee, 
who nets around Rs 1,000 crore 
from the deal, is looking for new 
investment opportunities. КС 
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performance. Abona Ghosh 














Equal Opp. Employer? 


EVEN IF HE IS NOT GUILTY OF 
casteist remarks, as alleged by a 1 
Scheduled Caste employee B.M. 
Ramteke, IDBI Chairman V.P. Shetty 
deserves a mention here for being 
perhaps the first Indian corporate 
head to realise that whiffs of 
casteism can, much like those of 
sexual harassment, be used to settle 
intra-corporate scores. AG 


The Real Thing 


IS HE GUILTY? WAS HE FRAMED? 
The jury is out on that one, but 
fact is, Salil Chaturvedi, the pro- 
moter of Provogue, a fashion 
brand, was arrested under the 
Narcotic Drugs and Psychotropic 
Substances (Prevention) Act in 4 
August after a former employee 
seemingly ratted on him. He 
spent 34 days in custody. АС 













The Deal That Wasn't 


FIRST, PURNENDU CHATTERJEE < 
announced that he was part of a 
consortium taking over Basell for 
$5.7 billion (Rs 25,650 crore). 
That was contingent on Chatter- 
jee buying out the West Bengal 
government from joint venture 
Haldia Petrochemicals, a deal 
that went awry. So did the 
Basell deal. KG 
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Energizing Chemistry 














Transforming Chemistry 


The new name of Chemistry: LANXESS. 

A brand new company, emerging from parts 
of Bayer's chemicals and polymers activities. 
LANXESS. A dependable partner with an 
impressive tradition. Giving new force to the 
chemicals, plastics and rubber industries 


For further information visit 
www.lanxess.com 
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LANXESS India Private Limited, Kolshet Road, Thane, Maharashtra - 400 607. Tel.: 022 25311234 
Fax: 022 25455152, E-mail: enquiriesindia@lanxess.com 








eals flew thick and fast throughout last year. While some CEOs sr 


ped up companies hF 


locally, others crossed borders to make deals. According to Deloitte Touche, deal value 


topped $18 billion—more than double that of 2004. 


Shaw Wallace In His Bag 






19 TWENTY YEARS AFTER HIS GROUP FIRST BID FOR 


* it, UB Group Chairman Vijay Mallya scooped 
up the Chhabria family-owned Shaw Wallace 
for Rs 1,300 crore. The deal catapulted 
Mallya to the #2 position in the global spir- 
its stack-up, with annual sales of about 60 
million cases (Diageo leads with 91 million 
cases), domestic market share of 60 per cent 
and access to whisky brands such as Royal 
Challenge and Director's Special. 
Mahesh Nayak 


Firing On All Cylinders 


RATAN TATA’S TATA GROUP WAS ON АМ M&A 
overdrive last year, with six group companies 
in industries ranging from steel to software to 
hospitality to auto, making eight overseas 
acquisitions. Tata Steel snagged a 40 per 
cent stake in Thailand's Millennium Steel, TCS 
acquired Chile's Comicrom, Tata Motors 
purchased Hispano Carrocera, and Indian 
Hotels snapped up New York's landmark 
hotel, the Pierre, and the W in Sydney. MN 





The Big Picture 


FROM RS 7,500 CRORE TO RS 17,500 CRO- 
re a year. And all that it took Videocon 
Group's Venugopal Dhoot was just 
10 days and two key acquisitions. On 
June 28, Dhoot bought Thomson 5А 5 
colour picture tube business in China, 
Poland and Mexico, and on July 7, 
acquired AB Electrolux's India opera- 
tions (Electrolux Kelvinator). An Indian 
Samsung in the making? Anand Adbikari 












The Rise Of The Steel Czar 


ALL HAIL LAKSHMI NIWAS MITTAL. THE STEEL TRADER FROM 
Kolkata emerged as the world's #1 steel producer last year 
by gobbling up Wilbur Ross’ ISG for a record $17.8 billion. 
Mittal Steel now boasts of $31.5 billion in revenues, 
70 million tonnes of steel capacity and presence in more 
han a dozen countries. The deal also made Mittal, 55, not 
just the richest Indian but the third richest in the 
world with a networth of $25 billion. AA 








UMESH GOSWAM! 





Driving Across The Globe 


THOSE WHO THOUGHT MAHINDRA & MAHIN- 
dra's Anand Mahindra, 50, would stop 
to catch his breath after acquiring the trac- 
tor business of China's Jiangling Motor 
Company late 2004, were dead wrong. 
Last year, he signed a JV with Renault to 
launch its sedan Logan, followed by another 
such deal with the us-based International 
Truck & Engine Corp. to make trucks and 
buses. Plus, Mahindra bought an 88 per cent 
stake in Plexion Technologies (India), a com- 
puter-aided engineering services firm. AA 


Ringing In Change 

FINALLY, LAST YEAR, KUMAR MANGALAM 
Birla gained control of Idea Cellular by 
purchasing another 17 per cent for $150 
million, raising the Aditya Birla group's 
stake to 50.15 per cent. That should put 
Idea, which has 6.21 
million subscribers, 
on a stronger foot- 
and the Tatas, who 
own about 49 per 
cent, pump in more 
money. MN 
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Think about it. You really can't tell which projector is the better one till you've seen it in action. Ask anyone in 







“es 
* 


ONIS % 










the world who has bought an Epson multimedia projector. The rich images, the powerful features, the 
predictable quick startup & shutdown and the revolutionary 3LCD technology that drives it - all must be seen 
to be believed. The only thing we can't really show you is its 

invincible reliability - which, over the course of years of successful EPSON MULTIMEDIA PROJECTORS 








presentations, wireless conferences and film-shows, you'll come to TOV that ga eb 
experience. As has the rest of the world. e 
range of models 1200-5200 ANSI lumens | portables, wireless, 8 home-theatre projectors Id 





"Source: World-wide Market Share in 2004 (Decision Tree Consulting Limited) 
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West Side View 


HE MAY BE BILLED AS THE FUTURE 
Chairman of the Tata Group, but 
for now Noel Tata is busy expan- 
ding his retail empire. Last year, 
he paid Rs 103.60 crore to acquire 
Chennai-based, privately-owned 
books and music retailer, Landmark. 
Son of Naval and Simone Tata, 
Noel is also said to be on the look 
out for a food retail chain, among 


A Man Of His Own others. 


FOLLOWING A BITTER SPLIT WITH HIS 
elder brother Mukesh, Anil Ambani 
seemed to be in a hurry to expand his 
telecom-power-financial services em- 
pire. In July, the 46-year-old bought 
Manmohan Shetty's Adlabs Films for 
more than Rs 350 crore, marking his 
foray into Bollywood. Subsequently, 
he acquired AMP Sanmar Life Insurance 
for an undisclosed amount, besides a 
mid-sized Spanco Telesystem. Now, 





Anand Adbikari 


Forging Ahead 

BETWEEN JUNE AND DECEMBER, BHARAT 

Forge's Baba Kalyani struck three / 
big deals. The first two were for 
acquisition of Federal Forging of 

US (for an estimated Rs 39.58 crore) 

and Imatra Forging Group (Rs 240 

crore). The third was for a joint 

venture with China's FAW Cor- 
poration, gaining access to key 


the Rajya Sabha МР is said to be the 
frontrunner for UTI Securities. AA 


Riding On Dunlop 


HE BEAT A CLUTCH OF BIGGER RIVALS TO 
walk away with Dunlop Tyres, besides 
Falcon and India Rubber Tyres. But the 
Kolkata-based Pawan Kumar Ruia now 
has to prove that he can turn around the 
ailing Dunlop, for which he paid Rs 200 
crore and may need a matching sum for 
modernisation. Some, however, expect 
Dunlop to be Ruia’s nemesis. MN 





Banking on M&A 


“GO GLOBAL” WAS THE MANTRA AT INDIA'S BIGGEST 
bank, the State Bank of India, and driving it was 
Chairman Arun Kumar Purwar. Early last year, 
SBI acquired a 51 per cent stake in Maur- 
itius-based Indian Ocean International Bank 
for $8 million, followed by Kenya’s Giro 
Commercial Bank, where SBI picked up 76 
per cent for $7 million. Modest 
deals to be sure, but significant 
for what they reveal about 
SBI's new mindset. AA 
















UMESH GOSWAMI 





vehicle manufacturers in the 
country. Mahesh Nayak 


The Trojan Deal 

BETTER LATE THAN NEVER. THAT'S / 
what UK’s Vodafone seemed 
to be telling itself when it = 
struck a deal with Sunil 
Bharti Mittal and private fy 
equity investor Warburg Ріп- < 
cus in October for a 10 per 
cent stake in Bharti Tele- 
Ventures for $1.5 billion. 
The biggest single invest- 
ment in the Indian tele- 
com sector, the deal cut 
Mittal's stake to 45.9 
per cent, but fetched | 
һіт а соо! $500 o 
million. ММ 
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Hannover! 


Ask EEPC - India's largest export promotion council 
how vou can benefit from 


world's most important technology event 





April 24 - 28, 2006 
India is the partner country in Hannover Fair. 
Be there or miss out a world of opportunity. 


Hannover Fair barely needs any introduction, since it is the most 
important technology event of the world.Nine highly specialised trade 
shows along with seminars, market research and business events 
provide exclusive occasion to participant countries exchanging 
business prospect with each other. It's a great matter of pride that in 
2006 India is announced the partner country in Hannover Fair. 





EEPC welcomes all the leading Indian Engineering Concerns and the 
investment hungry states to participate in the fair and prove their mettle 
in the global arena. Wish to see you in Hannover! 





Contact for participation : 

Mr. C. S. Shukla (Executive Director), 

Engineering Export Promotion Council, 

Vandhna (4th floor), 11, Tolstoy Marg, New Delhi-110 001, 
Tel: +91 11 23711124/25, 23353353 ° Fax: +91 11 23310920, 
Email: hannover@eepc.gov.in 





— wma 
Ministry of Commerce & Industry 
www.hannovermesse2006.com Government of India 
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on a warpath, 


Out Of Favour 


NRI INDUSTRIALIST AND THE BLUE-EYED SON 
of West Bengal, Purnendu Chatterjee, 
found himself out of favour with powers 
that be at Writer's Buildings. The 
Buddhadeb Bhattacharjee government 
sold 7.5 per cent stake in Chatterjee-con- 
trolled Haldia Petrochemicals to Indian 
Oil, leading to a public fight between the 
two. Late November, the state agreed to 
sell its 36 per cent stake to Chatterjee, rais- 
ing hopes of a truce. Archna Shukla 





Good CEO, Bad PSU 


n LAST YEAR, WHEN HIS POLITICAL BOSS, 
Mani Shankar Aiyar, tried to foist more 
government nominees on the board of 
ONGC, Chairman Subir Raha, 57, went 


down. Uncharacteristically, the minister 
fumbled for words, saying that Raha 
was a good man, but his company was 
not doing a good job. S P.V. 


IT WAS A DEAL THAT WENT ON TO BECOME A 
transnational row between France and the us. 
Stung by Air-India's decision to award a $7-billion 
(Rs 31,500 crore) deal to Jim McNerney (left, top)- 
led Boeing, Airbus (СЕО: Gustav Humbert) cried 
foul, insinuating that the deal wasn't above board. 
On its part, the Gol has cleared the deal, but 
wants to renegotiate the price. S P.V. 


Oops, Wrong Number 


AN EMBATTLED, BUT FEISTY, BHUPENDRA KUMAR MODI WENT ALL OUT TO 
thwart an unsolicited bid from the Shashi Ruia-led Essar group for 
Spice Telecom. Ruia tried to outsmart Modi by approaching his 
7 foreign partners—Distacom, AIG and Darby—that owned 
} more than three-fourths of Spice, but Modi struck back at Essar 
ES with force strong enough to make them abandon pursuit. (It 
helped that the Ruias were simultaneously cooking a bigger 
deal with Rajeev Chandrasekhar's BPL.) In October, Modi 


E bought out Distacom, proving once again that at 56 he 


forcing Aiyar to back 





had not lost any of his punch. 


Sabad P.V. 





Zindagi se Окам jhol 


"Big Bazaar has made 
shopping so much fun that 
now even he accompanies me 


and we enjoy it together." 








A Fab For India 


IF INDIA (EVER) EMERGES AS A MICRO- Аз 
processor foundry power like China ог “е 
Taiwan, one key man to thank for it will  ' 
be AMD's Chairman and CEO, Hector de J. 
Ruiz. He's made AMD join a consortium 
led by SemiConductor India, which is 
building India's first chip manufactur- 
ing unit in Chennai. Although vastly 
smaller than Intel, AMD is 
betting its chips on India. 

Venkatesba Babu ^ 













Thinking Out Of The Box 


ON HIS FOURTH VISIT TO INDIA IN THE LASI 
eight years, Microsoft Chairman and the 
world's richest man Bill Gates announced a 
massive investment of $1.7 billion (Rs 7,650 
crore) in India over a four-year period. If sell- 
ing the Microsoft vision of the future to 
governments was part of his agenda, so was 
stocktaking the work being done by the Bill 
and Melinda Gates Foundation in India. 
Trivia: He loves his ирта. VB 





Business On His Mind 


LIKE HIS PREVIOUS TWO TRIPS TO INDIA, 
Chairman and СЕО of IBM, Samuel J. 
Palmisano's visit went without any 
press interviews. But expect that 
to change. А good 10 per cent of 
IBM s global workforce is now based 
out of India, besides which Big Blue 
is chasing domestic outsourcing 
business in a big way. VB 


The Showman Came To Town 


MONTHS AHEAD OF HIS DEPARTURE FROM DISNEY A5 
the CEO, Michael Eisner swung by India to check 
out the entertainment scene and the company's 
Tv channels. In tow was his successor Robert Iger. 
Though there were no commitments on starting 
a Disney Theme Park, Eisner made it clear that 
India was a long-term bet. VB 








investment over the next 





VIVAN MEHRA 


CISCO'S JOHN CHAMBERS THINKS THAT INDIA 
will emerge as its largest market in Asia, 
ahead of China. And the Chairman and 
CEO of networking gear supplier is putting 
money where his mouth is: An invest- 
ment of $1.1 billion (Rs 4,950 crore) and 
tripling of headcount to 4,200 in three 
years. Although Chambers didn't announce | 
this during his visit, Cisco is believed to be 
considering setting up manufacturing fac- 
ilities in India. VB 





Still, Intel Inside | n. 
INTEL’S CHAIRMAN, CRAIG BARRETT MAY 

not want to manufacture chips in India, but nA) 
he does want to do R&D. On his last visit, 152% 
Barrett announced $1 bil- F 
lion (Rs 4,500 crore) in 











five years. Nearly 80 per s жарт 
cent of that would go into y s 
R&D, and the rest into ° 
start-ups in telecom and 4 2. 


technology. VB 


Mamta se bal i jholi 


"Big B: , 
LEN plac 


LES 





When it comes to your family, you won't compromise. And neither will we! 
| | KRuskiyou se bhani jholi 
At Big Bazaar we ensure to provide you with the best quality at the most 
affordable price. So that you can keep your commitment to provide your 


family with the best, without compromising on your budget. Is se sasta aur accha kahin nahi! 
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Ahmedabad • Bangalore + Bhubaneshwar · Delhi » Durgapur · Ghaziabad > Gurgaon * Hyderabad « Kolkata » Lucknow · Mumbai « Nagpur 
* Nashik * Pune * Sangli * Thane * Visakhapatnam * Opening shortly at Vashi (Navi Mumbai), Indore, Allahabad and many more... 


CEO VISITORS OF 2005 


VIVAN МЕНКА 





An Eye On The Box 

HOWARD STRINGER, SONY'S NEW AND 
first non-Japanese CEO, came calling 

on his team in India. But it was more to 
shake a leg (he was here for Sony 
Entertainment Television's 10th 
anniversary bash) than to take stock of | 
the group's businesses here. Stringer, 
however, did think that the Japanese 
giant had a huge opportunity to make 


The Real King Kong 


THE WORLD'S LARGEST RETAILER MADE A LOW- 
profile visit to India. Understandably so. 
As things stand, Lee Scott's Wal-Mart— 
for that matter, any foreign retailer—isn't 
welcome in India, never mind that both 
Indian consumers and suppliers lose be- 
cause of that. But, Scott did promise that the 
$285-billion *beast from Bentonville" would 
be here as soon as the gates are opened. 
Consumers, rejoice. VB 








Motorola, Meet India 


WE WANT TO GET INDIA GOING LIKE 
China,” is what Ed Zander, Motorola's 
CEO of three years, said when he came 
to the country. And not a day too 
soon. Motorola entered India way 
back in 1987, but has little to show for 
it. Things could change rapidly. 


` the new “United Sony” strategy deliver | Motorola has just shifted into market- 
in India. Venkatesha Babu ing high gear. Rabul Sachitanand 
Incredible Machine Seeing Is Believing 


ALTHOUGH FORMER TOYOTA 
Motor president Fujio Cho 
was in Mumbai for just a 
day—to launch the Innova— 
he had no trouble getting his 
message across to rivals loud 
and clear: “We are positively 
studying the possibilities of in- 
troducing small cars,” he said. 
This being Toyota, nobody 
took it lightly. RS 





Detroit To Delhi 


THIS WON'T BE MY LAST VISIT TO INDIA,” 
Ford Motor Company's Chairman 
& CEO, Bill Ford, told this maga- 
zine on his maiden visit to India for 
the launch of the Fiesta. It's easy to 
believe him. Like its bigger rival 
General Motors, Ford is under 
tremendous pressure in the 
05, and the only markets 
where it makes money are 
outside the us. RS 





RITESH SHARMA 


GE CHAIRMAN AND CEO, JEFF IMMELT'S VISIT TO 
India in May this year was well worth his 
trouble. Not only did the long-standing Dabhol 
row (GE is an investor) get resolved, but 
Immelt—never a big India fan—went back 
a convert. While GE has been doing business 
in India for 103 years, Immelt's visit 
may have kicked-off GE's “third 
wave" in India. This time around, it 
wants to be $5 billion (Rs 22,500 
crore)-big by 2010. RS 


Eu WAS THE 
š rather than talk shop, Chuck B 


м қаны He announced а $3.5-- Ў, 
. million (Rs 15.75 crore) grant | 
from the Citigroup foundation | 


finance for Women. No doubt, uL 
. he was investing in Citi's fur 
| ture ° customers. 5 


-A Gent Thinks Small Et 
HE FIRST VISIT BY A E: 
Citigroup СЕО in five years, and 


Prince chose to focus on micro 


бог the Indian School of Micro — 




















t's quite likely that an entirely different set of people make the biggest bang (in the 
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First Lady 


SHE WAS THE FIRST INDIAN WOMAN TO 
graduate from Harvard Business 
School. She is amongst the most 
powerful women in business in the 
country. Now, in 2006, Naina Lal 
Kidwai could become a director 
on the board of Swiss multinational 
Nestle. The general meeting of the 
world's largest food company, on 
April 6, is when this will happen (if 
she is chosen). S P.V. 


Cellular Czar... 


ҮЯНІР NVAIA 








. OR SELL-OUT ARTISTE? THAT'S THE QUES- 
пом Bharti Tele-Ventures CEO Sunil Mittal 
must answer in 2006. Chances are, he'll 
evade doing so. Vodafone may have acquired 
an enabling approval from the FIPB to hike its 
stake in Bharti Enterprises, the holding com- 
pany for the telco, to 49 per cent, but that 
will happen only if and when the Mittals de- 
cide to dilute their stake S P.V. 


business world) this year. After all, at the beginning of 2004, who would have 
ventured that the brothers Ambani would break up by the end of the year? 


Cain & Abel Redux? 


EVEN AFTER A MUCH-PUBLICISED AND WELL- 
documented settlement between Mukesh Ambani 
and his younger brother Anil (the latter ended 
up with Reliance Energy, Reliance Capital, and 
Reliance Infocomm; the former with pretty much 
everything else), it is evident that not all is well on 
Planet Ambani. Exhibit A, in any case to prove this, 
would have to be reports of a seemingly trivial 
move by Mukesh to have some telephone con- 
nections (Reliance Infocomm, of course) at his 
office replaced (by state-owned MTNL). Exhibit B 
would have to be reports that the squabble between 
NTPC and Reliance Industries, which has reached the 
courts, is actually a proxy for a coming fight 
between Reliance Industries and Reliance Energy 
(because, the argument goes, Reliance Industries has 
promised to deliver gas to Reliance Energy on 
the same terms that it will to NTPC, and by reneging 
on its deal with the latter, it can do the same with 
that with the former too). Keep an eye on the 
brothers in 2006. Sabad P.V. 


Patriarch's Autumn 


HE PAID RS 18 CRORE AS INCOME TAX IN 
2004-05, which means he earned at least Rs 
54 crore that year. He featured in seven 
films last year (2005), hosted KBC п, and 
endorsed 11 brands. Now, with his ageing 
body protesting, Amitabh Bachchan will 
have to take it easier in 2006. But who will 
step into his shoes? Archna Shukla 
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зоте companies try to avoid the demanding panel builder. 
M L&T, we salute you. After all, you set our standards. 
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Will He? Won't He? 


AFTER MERRILL LYNCH FAMOUSLY 
bought out Hemendra Kothari from 
DSP Merrill Lynch for a fabulous $500 
million (Rs 2,250 crore), D-street has 
been abuzz about other such sell-outs, 
including one by J.M. Morgan Stanley 
founder Nimesh Kampani to his 49 
per cent JV partner Morgan Stanley. 
Will the 59-year-old Kampani go 
for it in 2006? Archna Shukla 
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Into His Own 

HE’S BEEN CEO FOR A FEW YEARS 
now, and, thanks to his initia- 
tives in the area of urban gov- 
ernance, become a mover-and- 
shaker-of-sorts in New Delhi. 
Now, with the impending re- 
tirement of Chairman N.R. 
Narayana Murthy, Nandan 
Nilekani, the quintessential big 
picture man, will have to prove 
he has Murthy’s “excellence-in- 
execution too.” 
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Turbo-Jet? Not Quite 


WELL, 2006 WILL BE THE YEAR NARESH 
Goyal's Jet Airways starts flying to the 1% 
(after a tumultuous 2005 when it was pre- 
vented from doing so by, among others, a 
case by American firm Jet Inc). And, if 
Vijay Mallya's Kingfisher manages to 
acquire Air Sahara, Goyal could find the 
competition a tad hot. 


=. 


Lone Ranger 


IN 2005, YUSUF HAMIED, THE 70-YEAR- 
old Chairman and Managing Director 
of Cipla, had a hard time convincing 
people he was not selling out. 

Instead, he insisted, Cipla 
was merely exploring op- 
portunities for collabo- 
ration. Fact is, Cipla is 
the kind of company any 
















REUTERS ф i Ше M ^ | MNC would like 
> MN to own. Will 
Deloitte. | i v I that happen in 


Dot.com Boomer — — 
THIS COULD BE THE YEAR NAUKRI.COM, ARGUABLY, INDIA'S MOST 
successful dotcom goes for a public issue. That'll be some den- 
ouement to the story of Sanjeev Bikchandani, an irM-alum who, 
spurning the flashiness that characterised almost all of India's 
dotcoms that were part of the first wave, kept Naukri on the 
straight and narrow, even avoiding venture funding for a long time 
(he eventually sold 15 per cent to ICICI Venture). It seems only apt 
that Naukri should consider going in for an IPO just around the time 
Web 2.0 companies are beginning to sprout in India. Sabad P.V. 
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OVERVIEW 


 INFLECTION Р POINT 


Tbere is a time in the affairs of men, 
Whicb, taken at tbe flood, leads on to fortune; 
Omitted, all the voyage of their life 
Is bound in shallows and in miseries. 
William Shakespeare in Julius Caesar 


TATISTICIANS CALL IT AN INFLECTION POINT; 
others call it a cusp. The precise nomencla- 
ture is irrelevant. What’s important is that 
future economists will probably identify 
2005 as the year when India’s economic 
jigsaw puzzle finally started taking coherent shape. 
Pundits of every hue are near unanimous that the 
country is—and will remain—on a high growth tra- 
jectory over the foreseeable future. 
And it is this upturn in the growth 
curve that promises to pull India’s 
260 million below-the-poverty-line 
citizens out of their misery. The 
task ahead is daunting: we will have 
to clock a 10 per cent GDP (gross 
domestic product) growth rate every 
year for a decade and more to 
achieve the target. But the country 
has made a good beginning. The 
numbers say it all: GDP has grown 
8.1 per cent in the first half of the 
current fiscal. The Reserve Bank of 
India projects the full year growth 
rate at 7-7.5 per cent. Finance uw CEO T 
Minister P. Chidambaram is more Reyta 
bullish—he expects the figure to - 
cross the 8 per cent mark. Water, 
energy, education, infrastructure and employment 
generation, among others, are feeding this growth 
even while remaining critically dependent on it. But 
some chapters in the growth story are causing concern. 
Іс is now almost certain that agriculture will not 
grow at the projected rate of 4 per cent. This is just 
one of the many imponderables that makes the jour- 
ney so fraught with tension. 

We've identified five themes for the overall growth 
story—and 25 challenges within them—that need 
to be addressed, pronto. We must find answers to the 
questions involved. They cover a broad spectrum 
of issues—from the economic to the aspirational—and 
include challenges relating to delivery, to our quality 
of life and, indeed, to the very basic issues of 
development themselves. 


(busi 


CHALI LE 
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As Arun Maira, Chairman of Boston Consulting 
Group, says in his article on What Will It Take To 
Create A Market Out Of India’s Poor?, creation of 
incomes is essential for the creation of markets. 
Taking this analogy further, the creation of markets 
is sine qua non for a vibrant economy. But our policy 
planners often seem to lose sight of this tautology. But 
we were pleasantly surprised to learn in the course of 
our research into the subject that lots of companies in 
India are targeting the bottom of the country’s pyra- 
mid, and many of them, in fact, are being gener- 
ously rewarded for their labours. An untapped mar- 
ket of 600 million consumers—albeit small and even 
marginal ones—is too big to be sneezed at. 

Similarly, Anand Mahindra, Vice 
Chairman and Managing Director 
of Mahindra & Mahindra, makes 
out a compelling case for more FDI: 
since India’s savings rate will not 
support the rate of investment 
needed to grow at 8 per cent, the 
deficit has to be made good with 
foreign investment. 

All our contributors bring their 
own unique understanding of the 
Indian economy into play. Kumar 
Mangalam Birla, Chairman of the 





GES | Aditya Birla Group, breaks down 
FOR Íl N DIA 


India’s journey to economic super- 
"ж |. power status into five discrete com- 
| ponents and proceeds to take the 

issue forward from there. 

But away from the boardrooms 
and the thrust and parry of the corporate world, 
there's another universe whose needs are just as 
important. Our children need education to prepare 
them for the road ahead, our ailing need easier and 
better access to healthcare, our farmers, who still 
make up two-thirds of our population, need to find a 
voice, and our citizens deserve a far better quality of 
life than is currently available. 

From eradicating poverty, fighting corruption, 
overcoming AIDS, and bridging the digital divide to 
winning a Nobel Prize and an individual Olympic 
gold medal... we've addressed them all. Our stellar 
team of 25 guest contributors has laid out the 
roadmap. We've already attained critical mass to 


move into the next orbit. We must break the shack- 


les that are still holding us back. m 
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INSIDE 


KUMAR MANGALAM BIRLA 
On What will it take to make India 
an economic superpower? 


ANAND MAHINDRA 
On What will it take for India to become 
the #1 FDI destination in the world? | 


SUNIL MITTAL 
On What will it take for an Indian company 
to be among the world's 10 largest? 


XERXES DESAI 
On What will it take to make 
Made in India a preferred tag? 


RAKESH JHUNJHUNWALA 
On What will it take for the Indian capital market 
to lead the country’s economic growth? 


25 CHALLENGES FOR INDIA 


WHAT WILL IT TAKE 
To Make India 


An Economic 
Superpower? . 
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either for manufacturing or for research and 
development. In the next few years, I see billions of 
dollars being committed to India in the form of for- 
eign investment. In the short span of seven years, 
we have gone from being a state on which sanctions 
were imposed—in the wake of our 1998 nuclear 
tests—to one which has signed a special nuclear treaty 
with the United States. Our continuing progress in 
nuclear and space sciences lends further legitimacy to 
our claim for membership in the UN Security Council. 


he continuation of our economic journey will 

depend on how we utilise all the factors that are 

advantageous, and also our political and 
national will to pursue economic reforms. Going 
forward, we need to answer the following five ques- 
tions, as we develop a strategy for becoming an eco- 
nomic superpower: 

How will we ensure better livelihoods for the 
people of India? 

India's demographic dividend is a well known 
fact, wherein the labour force is growing much more 
rapidly than the overall population. But, we need 
to ensure that this demographic blessing does not 
become a curse. This means that we must ensure 
that the pace of job creation or self-employment 
opportunities must increase at an exponential pace. 
The four areas which can contribute tremendously to 
job creation are textiles, agriculture (including agro- 
processing), construction and retail. This calls for 
unshackling all constraints in these four sectors, as well 
as ensuring the flow of large investments into these sec- 
tors. More than half of India's labour is self-em- 
ployed, so we also need to encourage and nurture 
entrepreneurship. To create ever higher value adding 
jobs, we must chart a path towards becoming one of 
the few global manufacturing hubs. The global mega 
trend of outsourcing is waiting to be harnessed, and we 
must latch on to this tide. We must be able to widen 
the field to include engineering, chemicals, metals 
and textiles—in addition to the strides we have made 
in information technology and auto ancillaries. 

How do we increase the capabilities of our people? 

It is well known that high growth is supported by 
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high capital stock. But, an increasing share of that 
capital stock is in the form of human capital. In a 
country like the Us, more than three-fourths of capi- 
tal stock is accounted by human capital. This is an out- 
come of higher literacy, skills and training. In India, 
we are still short of attaining the targeted level of 
investment in education—around 6 per cent of GDP. 
No child in India must have to skip school for the sake 
of pursuing a livelihood. And no student ought to be 
denied an opportunity for higher education for lack 
of funds. India is already a *knowledge economy" 
brand; yet, many IT companies are worried about 
ensuring adequate supply of trained manpower. Some 
companies have integrated backwards and started 
technical universities. I believe we need to facilitate the 
emergence of private vocational and technical train- 
ing institutes in order to meet the huge demand 
emerging for trained manpower. The connection 
between human capital and GDP has been validated by 
the World Bank, which examined per capita income 
data for 121 countries and linked this with its 
Knowledge Economy Index. 

How do we ensure provision of adequate level of 
public goods? 

Our productive prowess and the ability to serve 
global markets are increasingly handicapped by the 
poor state of infrastructure and public goods. This 
includes water, sanitation, electricity, transportation, 
law and order and governance. These goods cannot 
be provided by any private entity, or through a mar- 
ket-based competitive system. While foreign and 
domestic private capital can flow into infrastructure, 
the actual provision of the public service is necessar- 
ily in the public domain. Among the many infra- 
structure sectors, electricity remains a drag on our 
competitiveness. A detailed survey by the World 
Bank has found that manufacturers in India face 
nearly 17 significant power outages per month, ver- 
sus only one per month in Malaysia and four in 
China. Nine per cent of the total of output is lost due 
to power breakdown, compared to 2.6 per cent in 
Malaysia and 2 per cent in China. Outages are so 
frequent and long, that not having standby diesel 
generators is unthinkable in India. Generators account 
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for 30 per cent of business power consumption in 
many cases. Almost 61 per cent of Indian manufac- 
turing firms own generator sets; the figure for Malaysia 
is 20 per cent, while in China it is 27 per cent, and in 
Brazil 17 per cent. Moreover, India's combined real 
cost of power is 74 per cent higher than Malaysia's 
and 39 per cent higher than China's. Electricity is but 
just one example. The inadequacy in infrastructure is 
virtually across the board. Here, | must mention the 
obvious and startling successes we have achieved—in 
telecom, for instance. The point is we can do it. 

How do we ensure that our global winners retain 
competitive advantage? 

[n countries like Japan and Korea, the government 
was an active partner in helping industry attain global 
status, in the earlier stages of their development. 
Even us foreign and international trade policies are 
largely aligned with the business interests of US cor- 
porations. The short point here is that in the era of 
globalisation and international trade competition, 
corporations and nation states have to develop win- 
ning partnerships. We are seeing some manifesta- 
tion of this in our oil security strategy, wherein our 
national oil companies are scouting the world 
aggressively for acquisitions. That is the way to shape 
our policies, going forward—so not only do they 
support economic reforms and freedoms, but also 
proactively facilitate the emergence of global Indian 
corporations. The Indian Brand Equity Foundation 
(IBEF) points in the same direction. 

How do we protect and nurture the core diversity 
of our economy? 

India, perhaps, stands unique in the degree of its 
diversity. Apart from racial, cultural, linguistic and 
social diversities, different states in India also tread dif- 
ferent paths toward economic progress. Yet, it is the 
largest democracy in the world—noisy, chaotic and 
slow though it may be at times. But even under these 
conditions, market forces have struck solid roots. 
Such is the resilience of market forces, that for more 
than two decades they have been driving the economy 
ever higher, notwithstanding periodic political and 
ideological differences. 
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Nobel laureate Amartya Sen has said: “Public 
reasoning is essential to democracy. It is intimately con- 
nected with public discussion and interactive rea- 
soning—traditions which exist all over the world.” 
Arguing against the theory that democracy was a 
quintessential Western concept he said: “There are two 
ways to see democracy—one, the narrow view that 
interprets democracy in terms of voting and majority 
rule and the second, broader view, which sees it in 
terms of public reasoning. The argumentative heritage 
in India is an important asset, which we will be wise 
to invoke and utilise.” 


hina is already much bigger, and has been qui- 

etly and consistently growing at 9 per cent 

per annum for almost two decades. But, China 
has a very different political system. And that may be 
one of the reasons that the West pays more attention 
to China. India, which has recently been growing as fast 
as China, and which also has a similar population 
size, hardly fills the West with the same foreboding, be- 
cause it is a democracy, and, as we are continually told, 
democracies “never go to war with each other”. 

I believe the past few years have proved that the 
thought of India becoming an economic superpower 
is no longer outlandish. We could argue about the 
timeframe. But the possibility is real, almost inevitable. 
That said, we cannot afford the luxury of overconfi- 
dence—and the complacency and hubris that come 
with it. A lot of groundwork still has to be done. 
Exciting as the prospects are, the road ahead is 
extremely challenging. We have to stretch the canvas 
every way we can. Our dreams have to be auda- 
cious. Our ambitions have to have that essential ele- 
ment of the ‘killer instinct’. And—in tune with the 
pace with which things move today—we have to 
take a quantum leap in the speed with which we do 
things. We certainly have the luxury of having the 
essential endowments and competencies that go into 
building a successful, global economic power. What 
we don’t have is the luxury of too much time. 8 


The author is Chairman of the Aditya Birla Group 
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Way back in 2002, Bharat Petroleum realised 
the needs of new generation cars. We launched 
the first ever high-performance petrol in India, 
Speed. Today Speed is the largest selling branded ері S 
petrol in the country. We also launched Hi-Speed 
Diesel and Speed 97, a high-octane futuristic 


petrol that will run even Ferraris on Indian roads. 
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WHAT WILL IT TAKE 

. For India To Become 
The #1 FDI Destinatio 
In The World? 
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Information technology alone is not going to 


solve our employment needs. Despite great 
success thus far, the reality is that it 
employs less than 1.5 million people today 


procurement of $5-billion (Rs 22,500-crore) worth of 
goods annually from India, then this will allow Indian 
producers of all kinds of goods to make a quantum 
leap in their scale of production with dramatically 
reduced risk. We seem, therefore, to be missing 
the point that FDI in the retail sector is not just 
about retail, but is about making India a manufac- 
turing superpower! 


his last point is crucial. We need to under- 

stand, once and for all that information tech- 

nology (r1) alone is not going to solve our em- 
ployment needs. Despite great success thus far, the 
reality is that rr employs 
less than 1.5 million people 
today. I recall Bill Gates 
saying at a Confederation 
of Indian Industry (СИ) 
meeting in Bangalore that 
India could not ignore the 
manufacturing sector if it 
was to achieve sustainable 
growth and provide empl- 
oyment opportunities. The 
multiplier effect in manu- 
facturing is far greater and, 
therefore, more valuable 
for a country with our pop- 
ulation and demographics. 

So, the bottom line is 
that we need to up the ante 
in our efforts to attract FDI, 
and we need to focus afresh on investment in manu- 
facturing. What, specifically, do we need to do? 

Let me begin with a prescription that is obvious 
and, yet, worth restating: we cannot, and must 
not, let our GDP growth rate slip below 8 per cent. 
We must understand that no amount of improve- 
ment in our customer-friendliness and easing of 
regulations will help, unless we are growing at a rate 
that makes the world sit up and take notice. 
Arguably, there are many areas in which our regu- 
latory framework is superior to China's. But it is 
steroidal growth which keeps the legions of in- 
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vestors coming. For this, the political leadership, 
from the Prime Minster down, must make it an un- 
equivocal virtue to pursue GDP growth targets. 

[ recall when, with a cu delegation, we met B.G. 
Lee, then Prime Minister in-waiting of Singapore, and 
asked him about his interest in India, he said simply: 
“How can 1 ignore a country growing at 10 per 
cent?" He was referring to the latest quarterly growth 
figure for India and then proceeded to ask whether 
that growth was year-on-year or quarter-on-quar- 
ter, because Singapore had just announced 11 per cent 
Q-0-Q growth. I found it striking that a Prime Minister 
was so focussed on growth metrics and was so con- 
structively competitive 
about relative GDP figures. 
Happily, our own Prime 
Minister recently referred 
to the half-yearly achieve- 
ment of 8 per cent growth 
with great pride and as- 
serted that he was aspiring 
to 10 per cent levels. That 
kind of talk will do more 
to encourage FDI than any 
single other measure. 

Coming to more mun- 
dane, but important 
measures, | do not want 
to adduce a lengthy laun- 
dry list of things to do, 
especially since such lists 
are ubiquitous and are 
quoted ad nauseam. I'd like to focus on just three 
items which deserve priority, and could radically 
transform the investment climate. 

1) Infrastructure, as Гуе mentioned earlier, is an 
area starved of investment. In the World Economic 
Forum’s latest global competitiveness report, “inad- 
equate supply of infrastructure” was by far the high- 
est ranked impediment to doing business in India. 
Hence, attracting infrastructure investment has the 
double benefit of inducing growth as well as kick- 
starting a virtuous cycle of investment in all other sec- 
tors of the economy. In particular, we stand no 
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No amount of easing of regulations and 
improvement in our customer-friendliness 

will help unless we are growing at a rate that 
makes the world sit up and take notice 


chance of becoming a manufacturing power without 
the bedrock foundation of efficient infrastructure. In 
order to make headway here, we need to speedily put 
together templates for various infrastructure projects. 
By this, І mean a set of rules and guidelines for Н- 
nancing, implementing and operating large projects 
in a transparent manner. Despite occasional hic- 
cups, the government did manage to set in place 
such guidelines as well as a regulatory authority for 
mobile telephony, and the result is that we are today 
the fastest growing mobile phone market in the 
world. In our own group of companies, we experi- 
enced inordinate delays while bidding for South 
Asia's first privatised water 
supply project in Tirupur. 
Many important interna- 
tional participants in our 
consortium lost interest 
along the way. Five years 
later, thanks largely due 
to the persistence of the 
Indian bidders, the proj- 
ect is successfully under- 
way, and there is now а 
template which will, no 
doubt, shorten the gesta- 
tion period of new water 
supply projects. 

2) India's Special 
Economic Zones are at the 
point of take-off. The gov- 
ernment has moved with alacrity to conceptualise SEZ 
legislation and to create an open market for the 
participation of private enterprise. Indeed, it makes 
great sense to emulate China, which began its trans- 
formation through sEZs that served as laboratories for 
more widespread reforms. In fact, one could ar- 
gue that such an approach has even greater merit in 
a democracy, where it is far more difficult to over- 
ride vested interests and bring dramatic change 
overnight in legislation and in urban landscapes. 
How much easier it is to lay down new infrastructure 
and a new way of living in a brand new township 
than it is in Mumbai! But if these zones are to attract 
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new manufacturing investment, then they must 
have a more flexible labour policy than what exists 
outside the zone. Neither the central government nor 
the state governments have shown the courage to 
take this step. Surely, it should not take much 
courage to institute this policy within a limited ge- 
ography? If one enlightened state government enacts 
these new rules, it will receive a torrent of invest- 
ments to the detriment of its competitors. 

3) My last and simplest recommendation: open the 
retail sector to FDI. I will not belabour this point 
since I have already elaborated on the reasons for do- 
ing so earlier. What bears repetition is that a thriving 
and world class retail sector 
is not just an engine for 
consumption and growth, 
but also the route to be- 
coming a world-scale man- 
ufacturing force. 


here is one final and 

overriding reason 

why we must bec- 
ome more hospitable to 
FDI: in our typical fashion 
of underestimating ours- 
elves, we have overlooked 
the fact that today, many 
Indian companies are on 
the verge of becoming ro- 
bust multinationals and will 
seek to conquer new territories abroad. These new 
champions are confident of meeting foreign com- 
petition in the Indian market and do not need the se- 
curity of non-tariff barriers. Soon, our government will 
have to support these companies in prying open lu- 
crative overseas markets. As a nation that will nurture 
new multinationals, we will, therefore, be doing our- 
selves a favour by throwing a welcome mat down for 
FDI and setting a trend that other countries will nec- 
essarily have to follow! Ш 





The author is Vice Chairman and Managing 
Director, Mahindra & Mahindra Ltd 
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Over the next decade or so, several Indian 
companies will have acquired a considerable 
level of scale and competitiveness on account 
of a large and strong economy 


largest company. Toyota Motors, through a constant 
focus on quality, innovation and process efficiency, 
is close to reaching the summit of international 
auto industry. 

While we admire these companies, we must also 
learn from how they have managed to get to the 
top and stay there. 


sia has arrived on the world scene and is 

destined to be the growth engine of the world 

economy. Indian companies today stand at a 
very important juncture and will represent this new 
Asia, along with China, in the days to come. 
Globalisation has changed the current economic 
landscape and while it has opened up a box of 
opportunities, it also exposes us to several challenges. 
With trade barriers continuing to evaporate and access 
to new technology getting simpler, the world, in the 
not too distant future, will become a common mar- 
ketplace. Everyone will compete for the same market 
and the same consumer and only the fittest would 
survive. For example, a Benarasi sari, which an Indian 
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bride would wear, could be produced on a power 
loom in China. Fruits and vegetables at an American 
store can and are being produced at Indian farms. 

So, what do Indian companies need to do to 
manage this change and move ahead? As our economy 
expands further, it will present everyone with ample 
growth opportunities. Though Indian companies are 
well placed to make the most of these opportunities, 
they will, at some point, need to move out of the com- 
fort of their own backyard and explore new markets. 
[ believe that over the next decade or so, several 
Indian companies will have acquired а considerable 
level of scale and competitiveness on account of a large 
and strong domestic economy. The natural transition 
from this stage will be the emergence of the Indian 
multinational. This could be achieved largely through 
a combination of acquisitions and exports. We have 
witnessed some of these developments at Mittal 
Steel, which has acquired steel plants and turned 
them around to become a truly global steel com- 
pany. It is such combination of entrepreneurship 
and vision that will be required for growth. 
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Companies that move into completely new 





job cate 


:gories and business segments and 


“create new demand will be able to seize 





growth ar 


n India, we have some very capable entrepreneurs, 
Ге have the ambition and сап make it to the very 

top. I believe companies that can create their 
business models around delivering quality products 
and services while remaining cost competitive, will be 
at a distinct advantage when they move to new mar- 
kets. The key, however, will be innovation and a 
global mindset. Companies will need to invest more 
and more in research & development and acquiring 
business know-how. 

Indian companies will need 
to innovate new products and 
services or invent completely 
new product categories. As the 
world economy moves towards 
becoming a knowledge-driven 
one, Indian companies that can 
acquire knowledge quickly and 
adapt to or create new tech- 
nology will have a clear 
advantage. Let us, for a 
moment, assume that there is 
technological parity and a level 
playing field across all mar- 
kets, then the key will be 
innovation. Companies that 
move into completely new 
product categories and busi- 
ness segments and create new 
demand will be able to seize 
growth and profit 
opportunities. 

Last, but not least, Indian 
companies must be able to create powerful global 
brands, which are one of the key drivers of growth for 
a top company. Powerful Indian brands will be those 
that cut across geographical and cultural borders 
and connect with consumers in the global market. 

Possibly, no brand has done a better job of mining 
the potential of brand building than Samsung 
Electronics Co. A little over a decade ago, it was 
seen as a maker of low-end consumer electronics 
and a poor cousin of top Japanese consumer elec- 
tronics brands. But a clear focus and investments in the 
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profit opportunities 


brand have seen Samsung move up the value chain. 
Today, it is up there with the best in the world, and, 
according to the BusinessWeek-Interbrand survey of 
Top 100 brands 2005, has even surpassed Sony in 
terms of brand value. Another example is Google, a 
global brand built up in no time, riding on simplicity. 

Can a product breakthrough, such as Apple iPod, 
be achieved in India and take the whole world by 
storm? Can an Indian pharma company be the first to 
invent a vaccine for AIDS? Can an Indian ІТ major cre- 
ate the next Windows? Having 
said that, we also need to keep 
in mind that the next decade 
will be critical for Indian com- 
panies to create a springboard 
for global operations. The gov- 
ernment will play a critical role 
in this by providing adequate 
policy support and checking 
the infrastructure inefficiencies. 
[t is only fair to say that we 
must learn to live in a glob- 
ally integrated economy and 
be globally competitive before 
taking the big leap. We may be 
ready at the moment to make a 
mark in emerging economies, 
but the real challenge is to 
compete with the best in their 
very own territory. А policy 
environment that encourages à 
360-degree approach to social 
and economic development of 
India will help prepare this ground. Only such an 
environment would give us thought leaders and 
entrepreneurs of tomorrow. 

Will an Indian Company be amongst the world's 
10 largest? We have a mountain to climb but all 
ingredients for that recipe are there and turning 
the Great Indian Dream into reality is only a matter 
of time. 8 








The author is Chairman & Group Managing 
Director of Bharti Enterprises Ltd 
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UK BP (Oil & gas operations) 285.06 
The Netherlands/UK Royal Dutch/Shell Group (Oil & gas operations) 265.19 
US ExxonMobil (Oil & gas operations) 263.99 а 
US General Motors (Auto) 193.45 Ш 
Germany DaimlerChrysler (Auto) 192.75 үт > 


Жағы F P — 
i Japan Toyota Motor (Auto) 165.68 4 ` сауы ай?) 


US General Electric (Consumer durables) 152.36 


US ChevronTexaco (Oil & gas operations) 142.9 


Source: www.forbes.com 


US Ford Motor (Auto) 170.84 
SS 





33.69 
Т sales (India's Top 10) 






(0il & gas (Banking) (Utilities) (Steel) 
Is) operations) 


Source: B7 500, 2005 


Call Free No.: 
1-600-425-4284 


Delivering the future ا‎ рй oon 


| v After rehabilitating Tsunami victims, * 
а * Gati is now setting up a school at Nagapattinam. GA y , 
"үч IH 
€ 7o ү B. Youteeswari Ф 
student of class 111 


неш 
We deliver anything, anywhere. 





ы 
` 


in Lid z тт 7 


25 CHALLENGES FOR INDIA 


WHAT WILL IT TAKE 
To Make Made in India 


А Preferred бно d 








` 


, LX UM D 


Ха 


"e mae oe er ر‎ 


25 CHALLENGES FOR 


members of the Indian diaspora who have acquitted 
themselves with distinction and are willing to do their 
bit for their country of origin. In this respect, 
country of origin still matters! 


ortunately also, the corporate executives with 

whom we deal have a more refined under- 

standing of India and Indians. A global business 
class is emerging that is looking for strengths even as 
they are wary of others’ weaknesses. They are keen on 
building transnational partnerships and relationships. 
And they are thinking long term. 

It is for this reason that it often makes sense to 
grow foreign trade not through the brand route but 
through the product route: from supplying 
components to supplying sub-assemblies to supply- 
ing finished products. China wisely chose this route 
and is only now venturing along the brand path. For 
many of us in India, the route of launching our 
own brands, marketing our own products and 
seeking the shelf space of wary retailers must await 
better times—when there is a keener understanding 
among the common folk of other countries that 
heterogeneous India, like the Hindu Pantheon, has 
multiple avatars! 

There is, of course, rather less honour, glory and 
money in making products or parts thereof for others. 
Riches and fame come with brands. But so also does 
risk. We are moving into a situation of oversupply as 
the multitudinous developing countries of the world 
choose exports as their route out of poverty. 
Competition will be ruthless. Mortality will afflict 
many corporations. Risk minimisation then becomes 
a cardinal principle. There is safety of sorts in taking 
marketing risks out of the paradigm. The focus, then, 
has to be the quality of the product, its cost, and the 
reliability of our business practices and principles. I get 
the feeling that not enough is being done at either 
governmental or industry level to ensure the quality 
of the products we export and the business prac- 
tices that we espouse in dealing with foreign buyers. 
Exporters need to remember that they have an 
obligation both to themselves and to their country. 

Launching a brand overseas is altogether another 
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ball game. For one thing, you are no longer 
competing with underdeveloped, low-cost supplier na- 
tions but with powerful players in high cost, highly 
developed consuming nations. Your enemies are 
now much bigger, the cost of battle is much more 
expensive, and the outcome is survival. Here, there 
is no *live and let live". 

Apart from requiring a deep understanding of 
consumer behaviour i.e., likely responses to the prod- 
uct and its positioning and promotion, as also having 
deep pockets, you won't get far with just another 
mouse-trap or even a better mouse-trap. Innovation 
is the name of the game. At one end of the innovation 
spectrum is a clever new way of meeting an old need 
as with xerographic copying machines, MP3 players and 
digital cameras. At the other end of the spectrum is 
creating a whole new need—as with computers, 
email and mobile telephony. But wherever you are in 
the spectrum, design is crucial. And design must 
become our destiny. 

India has all the ingredients needed for becoming 
an important design centre: it has outstanding engi- 
neers and software developers; it has excelled in the 
design of industrial projects; it has a strong artisan cul- 
ture, and it conducts much of its business in English, 
the international language of commerce. We now 
have to make the transition to designing excellent in- 
dustrial products—sophisticated engineered goods. 

The world is now witnessing the deconstruction of 
businesses and of manufacturing processes on a 
monumental scale. Going are the days of vertical 
integration. And with this disintegration at work, 
design is increasingly becoming a bought-out item. 
This phenomenon not only opens out the huge 
door of design but it creates an opportunity to go 
beyond designing to creating well designed and 
(sometimes) futuristic products. 

Here is an opportunity that is waiting to be seized. 
I believe that if there is anything that can dispel the 
negatives currently associated with India, it will be this: 
creating innovative products for the developed nations 
of the world. And it is a pity that so little has so far 
been done to develop this capability. It is to be hoped 
that Indian industrialists (how many of our business 
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| believe that if there is anything that can 


dispel the negatives currently 


associated with 


India, it will be creating innovating products 
for the developed nations of the world 


tycoons have fled the advancing Chinese typhoon?) 
will shed their fears of manufacturing, see the 
opportunities that design and manufacturing present 
and take giant leaps forward. 


nfortunately, the reverse has been happening 

in recent years. Millions of industrial jobs 

have been lost and the industrial workforce 
has shrunk. I strongly maintain that developing a 
strong and rapidly expanding industrial base is the 
surest way of creating jobs and national wealth and 
finding our way out of poverty. And much of that in- 
dustrial base has to be used to make products for the 
rich people of rich countries. Progress can only be 
tardy when that industrial base is used solely or 


even chiefly for making products for the poor and the 
miniscule rich of our country. We have to follow the 
pug marks of the Asian Tigers. And progress will be 
very much worse than tardy if those who take deci- 
sions in big business houses take fright from the 
rough and tumble of manufacturing and leave the 
field to their smaller brethren in India or to the 
Chinese behemoth. 

Perhaps Business Today can help the process of 
making India a great design and manufacturing 
centre. We may not be able to make the Made in 
India a preferred brand. But we should certainly be 
able to rescue it from being a deferred brand. m 


The author is former VC and MD of Titan Ltd 
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but have also offered unfair competition to the 
healthy mills; in the process damaging the entire 
industry. “NTC has no future unless the government 
gets out of it completely," says T.S.R. Subramanium, 
former Cabinet and Textile Secretary. We have not 
only been unable to protect jobs, but I think we have 
stifled the prospects of one of India’s largest industries 
and destroyed many job creation opportunities. This 
is a prime example of interference with the market 
mechanism of creative destruction. The same can 
be said of the jute industry, too. 


arkets can be efficient only when we realise 
М: importance and consciously make 

them an institution. Institutional frame- 
works for markets enhance the longevity of the 
wealth creation process. In their absence, we breed 
complacency, inefficiency and wastage. For example, 
we all know the challenges to the consumer and the 
stunted growth in the telecom sector till the state 
had a monopoly. But once a fair policy framework and 
regulation by TRA! (Telecom Regulatory Authority of 
India) were in place, we are now adding more mobile 
subscribers per month than China. 

India’s growth and growth potential are also 
influenced by its markets. All barriers and constraints 
to markets have resulted in wrong allocation of 
resources, inefficiency, lost opportunities and incentives 
to vested interests. We have seen dramatic improve- 
ments in areas where markets have developed and are 
transparent, efficient and have effective regulation. 

Finance is the fuel that fires all furnaces. Financial 
markets and financial eco-systems are the most crucial 
markets for an economy, though the least under- 
stood and appreciated. Most people have an adverse 
bias towards equity markets as being speculative and 
a gambling den. Little are they aware that they are des- 
ecrating the temples of capitalism that ensure efficient 
allocation of capital and provide risk capital for 
entrepreneurs. One of the primary reasons for the cut- 
ting-edge innovation and scalability of Us corporations 
is the availability of risk capital and an environment 
for exits for those who fund the risk capital primarily 
because of the development of equity markets. 
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Take the case of India's equity markets. There is a 
sea change over the last decade. With electronic 
anonymous order book trading, dematerialisation, 
enhanced corporate governance and robust, but fair 
regulation, the liquidity, breadth and scalability of 
Indian equity markets have leapfrogged. This change 
in the markets has enabled India to attract more 
than $9 billion (Rs 40,500 crore) of net ЕП (foreign 
institutional investor) investments in 2005. More- 
over, the effective distribution of mutual funds has 
started playing a vital role in helping to channel 
incremental domestic savings into equities. Today, 
India has a culture of and environment for providing 
risk capital, especially as Indian markets can pro- 
vide exit opportunities for sizeable capital, which 
encourages private equity and venture capital in- 
vestments. This has laid an effective foundation for the 
provision of capital to Indian entrepreneurs—so vital 
for the secular growth of India. 

On the other hand, where markets have failed to 
develop well, the respective economies have borne 
a high cost for the same. India has a very thin and 
illiquid debt market for government securities as well 
as bonds. This has led to an implicit illiquidity 
premium being embedded in the yields. The futile 
attempt to prop the Japanese banking sector has 
resulted in a prolonged quagmire in the country's 
economy, as its banking system's weakness has been 
transmitted to the rest of the economy. In Japan, the 
process of creative destruction was stifled and, 
hence, the economic weakness persisted for nearly 
two decades. 

Steel prices in India had skyrocketed, but since no 
artificial controls were enforced, increased supply 
by imports and by domestic capacity expansion has 
resulted in bringing down the prices subsequently. It 
is true that increase in prices hurt, but the hike also 
attracts fresh supply, which eventually brings down 
prices. Banning of short-selling has made equity mar- 
kets more vulnerable. The futile attempts of pricing 
kerosene at a subsidised rate is unfortunately leading 
to adulteration of fuels across the country by mixing 
kerosene with diesel. 

Lack of labour reform, which will bring about 
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Always wanted to invest in the stock 
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to enter? Presenting PruICICI Systematic 
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investments you can mitigate the risk of 
market ups and downs. A quick glance 
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Comparison of returns - SIP in two of PrulCICI's time tested 
(PrulCICI Power & PrulCICI Tax Plan) vs. Benchmark (S&P CNX NIFTY) 
Returns are CAGR and are calculated as of 30-Nov-05. 


1 year 3 years 5 years 
S&P CNX Nifty 46.7896 38.4196 28.7296 


РТИІСІСІ Power 56.6596 54.8396 46.9396 


A уа Ta ved í TESI f 2%) 9,77. fig | ar = ЖЕРТ Ж: 
мим — 609% вол = 60708. 
SIP returns for PrulCICI Power since inception (1.10.94) is 24.7696 (benchmark 
13.84%). SIP returns for PrulCICI Tax Plan since inception (19.08.99) is 46.16% 
(benchmark 21.3896).Past performance may or may not be sustained in the 
future. The exceptionally high level of returns comes from the sharp appreciation 
in market, in the year 2003 & 2004. 
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Statutory Details: Prudential ICICI Mutual Fund (The Fund) has been set up as a Trust sponsored by Prudential plc (t! rough its wholly owned subsidiary Prudential Corporation Holdings Limited) and ICICI Bank 
Limited. Prudential ICICI Trust Limited is the Trustee to the Fund and Prudential ICICI Asset Management Company Limited is the Investment Manager to the Fund. Risk Factors: Mutual Funds and securities 
Investments are subject to market risks and there is no assurance or guarantee that the objectives of the Schemes will be achieved • As with any securities investment, the NAV of the Units issued under the Schemes 
сап go up or down, depending on the factors and forces affecting the capital markets e Past performance of the Sponsors, AMC/Fund does not indicate the future performance of the Schemes of the Fund • The 
Sponsors are not responsible or liable for any loss resulting from the operation of the Schemes beyond the contribution of an amount of Rs. 22.2 lacs, collectively made by them towards sett ng up the Fund and suc 
other accretions and additions to the corpus set up by the Sponsors * Prudential ICICI Tax Plan ^ An open-ended equity linked tax saving (objective is to generate long term capital appreciation), Entry Load: **, Exit 


қ 
| 
Load: Nil; Prudential ICICI Power^ An open-ended growth fund (objective is to generate long term capital appreciation through investments in core sectors & associated feeder industries), Entry Load: **, Exit Load 
Nil, аге the names of the Schemes and do not in any manner indicate either the quality of the Schemes or ther future prospects and returns. Please refer to the Offer Document for si heme-spectfic risk factors before 

d for all the Equity Funds: (i) For investment of less than Rs.5 crores is 2.2596 of applicable NAV; (ii) For investment of Rs.5 crores and above is Nil. No entry load will be payable in respect 0! 


nvesting. ** Entry (ог 
ICI. Further, for investments by a Fund of Funds Scheme(s) in various schemes of Prudential ICICI Mutual Fund, 


switch transaction trom one equity scheme of Prudential ICICI to another equity scheme of Prudential K 


| t í +h ғ b ^ „мм ^ ha IMAA? inueecte А ғғ "^ 
Jivatent t % OT the applicable NAV will be charged on the amount invested. Amount so 
ж» ` 


non ^ .. ` . " ^ қ m ema ` “ж 7 m t А E» С ient nie Ente 2r 
there would not be any entry load / exit load cha ged by the underlying schemes ror SIP investments f y 10а 


| 
, м ? фл а » ; ідал ` к арт 2 lé Land a ^ ^1 2С0 қ * „| | ^ қ nite а sare "af { , "^n Ans sere tren tha ast 4 allntrman? 
nvested, in addition to any existing exit load for normal purchases, have an exit load equivalent to 1.25% of the applicable NAV, if the units are redeemed before completion of 2 years from the date of allotmer 
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labour flexibility, may act as a protector of labour that 
is already employed, but acts as a deterrent for further 
employment and, hence, leads to lesser opportunities 
for the poorest sections of the economy. One of the 
reasons that the Us has one of the lowest unemploy- 
ment rates in the world is the /aissez-faire nature of its 
labour markets. We Indians need to really think 
about this aspect and arrive at a consensus as to how 
we can make labour more mobile and productive 
by not unnecessarily protecting jobs. This is the most 
vital requirement for India to achieve double-digit eco- 
nomic growth, manufacturing competitiveness and for 
providing jobs to the crores of young Indians ready to 
enter the job market. 

One of the most vital reasons for the lack of a sec- 
ond Green Revolution in India is the constant gov- 
ernment interference in all aspects of agriculture, be 
it land supply, agricultural inputs, pricing/selling 
mechanisms etc. Lack of organised markets restricts 
opportunities. Artificial price setting distorts the free 
market mechanism and leads to inefficient resource 
allocation. The minimum support price (MSP) for 
wheat and rice results in imbalance of cropping area 
patterns to the detriment of other vital crops. Fertiliser 
subsidies result in imbalanced use of urea compared 
to other fertilisers and, hence, lead to structural 
deterioration of soil. The APMC (Agriculture Produce 
Market Committee) markets result in prejudicial pric- 
ing and lead to throttling of the price discovery 
process. The regulatory inhibitions of allowing cor- 
porates to participate in primary agriculture has led to 
a paucity of value-added downstream agricultural 
output in spite of being one of the largest producers of 
fruits and vegetables. Due to unavailability of market 
mechanism for movement of agricultural output, 
appropriate supply-chains have not been built. In 
spite of the Ricardian Theory of International Trade, 
the Us and the EU are inflexible on agricultural subsidies, 
which are restricting global agreements on free trade. 


f one has to conceive a utopian situation, where 
there is great faith in the free market mechanism 
and a commitment to ensure longevity to the 
wealth creation process in an economy, the following 
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factors are a condition precedent to the stated goal of 
efficient markets: 

m Free markets with low entry barriers and low exit 
barriers; 

g Homogeneous/standardised tradable products/units; 
m Efficient information dissemination; 

п Effective price discovery mechanism; 

m Suitable financing mechanisms for market 
participants; 

Ш Systems for risk management, and prevention of 
malpractices; 

m Effective Multi-dimensional Regulation; and 

m Crisis Management plans. 

We must remember what Raghuram Rajan says 
in his book Saving Capitalism from tbe Capitalists: 
*Markets are not just a tool for the rich, they 
make opportunities available to all sections of the 
society." He gives a powerful example of the dif- 
ference micro-credit makes to a labour woman in 
Bangladesh, and how, in the absence of a free 
market mechanism to deliver micro-credit, she is 
exploited. Contrast this with the example of easy 
access of funds to a student in the Us from a search 
fund that enables him to create significant wealth 
for himself. If India can create an efficient model 
for delivery of micro-credit at market-determined 
rates, we will see a revolution in India. 

In summary, we as a society, and especially our 
polity, have to realise that markets are like the 
weather—we may not like them, but we have to 
bear them. The liberalisation of the 1990s is now bear- 
ing fruit, and we must continue on the path to 
reforms. Markets are the ultimate levellers, and always 
have self-correcting mechanisms. The development of 
markets and market mechanisms is the primary man- 
ner by which the spirit of enterprise of India's talented 
and skilled people will be unleashed. This, in my 
opinion, is the paramount need for India to win the 
war against poverty and for the country to be an 
economic superpower. We must appreciate and 
respect the market mechanism. 8 


The author is Partner of Rare Enterprises Ltd 
and a stock market investor 
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The I CAN'T GET THE DATA WHEN I REALLY NEED IT era is over. 








Microsoft” Office has evolved. Have you? The latest version of Microsoft Office 


takes you beyond typical cell phones and Web-based e-mail. Now get improved - 


"desk-like connectivity" to your data. Upgrade to the latest version of Microsoft : 


32 
Office today. Visit microsoft.com/india/office/evolve ¿j 
Microsoft* uw J 

# 





© 2005 Microsoft Corporation. All rights reserved. Microsoft and the Office logo are either registered trademarks or trademarks of Microsoft Corporation in the United States and/or other countries 
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4148 Мо. Of Listed Companies" Total Market Cap 
sse: Rs 24,69,210 crore 


nse: Rs 23,14,607 crore 

nse: Rs 9,31,50,000 crore 
нарда: Rs 1,65, 18,600 crore 
se: Rs 2,80,00,000 crore 
нѕе: Rs 41,85,450 crore 

tse: Rs 15, 799.5 crore 





* As on Oct. 2005 ^ Ason March 2005 TSE; Tokyo Stock Exchange 





Making It Safe For The Small Investor Funds Raised In India Over The Last 
e All capital market intermediaries to get SEBI registration and | Three Years 

Зи" Equity Шу „Во 
e Nl stock exchanges to maintain a settlement guarantee fund | (Public Issues) (Right Issues) (Public Issues) 


e Changing the definition of small investors for IPOs from those 
who invest up to Rs 50,000 to those who do up to Rs 1 lakh 


e Increasing the reservation for small investors from 25% to 
35% in public issues 

e Requiring all companies filing IPOs to have at least a 
three-year track record 
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Things That Still Need To Be Done 
eBetter and appropriate disclosures 


eSpeedy and adequate punishment to offenders 


eCompensation to investors for losses incurred 
due to fraud 


фь ‘Better and efficient processes for IPO application 
elncreased role for independent directors 
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NANDAN M NILEKANI 
On What will it take to make our cities truly world class? 


SUBIR RAHA 
On What will it take to secure our energy future? 


i R.K. PACHAURI 
On What will it take to ensure clean water for all? 


F.A. VANDREVALA 
On What will it take to electrify all our villages? 


DEEPAK PAREKH 
On What will it take to provide brick and 
mortar housing to every Indian? 


KIRAN MAZUMDAR SHAW 
On What will it take to ensure healthcare for all? 
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‘If we truly want to make our cities. world- - 
ft ve — 


class, we need to break c Vus к 
refrain — гелек more fly 


and the impending battles over water rights, cities 
will have to be designed to be self-sufficient in water. 
This will mean designing a water-spine, either of rivers 
or lakes and other catchment areas. It will mean 
implementing rainwater harvesting and water recycling. 
It will require real-time tracking of ground water lev- 
els. The water-spine will have to be designed both 
for efficient storage in times of low rains as well as be 
capable of handling the overflow in times of floods. 


thought of without pervasive public transport. In 

fact, the public transport-spine will have to be 
designed first with commercial, industrial and residen- 
tial areas planned later. While there will of course be 
roads, and buses and private cars, there will be a real-time 
pricing to choose between public or private transport 
based on congestion analysis. The different modes of 
transport will be integrated and designed to provide 
seamless end-to-end travel connectivity for the citizen. 
Supply-chain: Cities are ultimately engines of com- 
merce, connected as they are to the rest of the coun- 
try by airports, ports and roads and telecommunica- 
tion links. They take in human capital and raw 
materials and create products and services. This will 
require sophisticated supply chains to be thought of 
in their design. This could be the supply chains of 
knowledge, or that of its industrial out put. It could 
well be the supply chain of what is required to keep 
the city running well. Understanding these supply 
chains and the impact of that on the infrastructure and 
the environment will be the key to modern city design. 
Local: While the cities are global, the day-to-day man- 
agement will have to be all local. This means that the 
empowerment of people at the level of the ward or 
locality. It will mean the citizens of an area making a 
choice over how their budgets will be spent. It will 
mean common public schools of high quality where the 
parents of the locality will have a say. The same real-time 
models that will help the city to do long-term, large-scale 
planning can be used for local planning and simulation 
so that ordinary citizens can make informed choices. 
Migration: One of the principal reasons for ill-planned 
cities is the under-estimation of migration. Never in 


"тошко No world-class city can be even 
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human history has urbanisation happened so fast and 
with such numbers as is happening today in India and 
China. Such numbers make all plans and estimates 
for public services and land go haywire. This migration 
at both ends of the spectrum has its consequences. 
At one end, the rural poor migrate to cities looking for 
jobs. While they are actually very resource-light in 
their impact, their acceptance for living in the most 
appalling circumstances creates the overflow onto 
public spaces as we see in Mumbai. At the other end, the 
educated migrant with his white-collar outsourcing 
job, becomes an apartment-owner and a car-owner in 
his 20s. This leads to the traffic congestion you see on 
the streets of Bangalore. Part of the solution, of course, 
is to develop not one or two cities, but 100 cities 
across the country, so that the load of migration can be 
absorbed. Individual city planners have, of course, no 
control over that. However, they will need to have a 
strategy both to absorb the rural poor as well as the new 
middle class that will throng their city. 
Culture and creativity: If cities are not just going to be 
centres of business activity, but also throbbing with 
innovation, they will have to actively encourage cre- 
ative folks. This will require a culture of tolerance and 
allowing diversity to flourish. The uneasy tension 
that exists today in our cities between traditionalists and 
modernists, will have to give way to a more tolerant 
framework of live and let live. A world-class city will 
have a significant number of its inhabitants from cer- 
tainly all over the country, and perhaps from all over the 
world. This will require a melting pot, which allows an 
outsider to quickly get into the groove and get assim- 
ilated rather than be always treated as an outsider. 
To those of us fighting the daily battles of our 
urban lives, many of these ideas may sound utopian. 
But if we truly want to make our cities world-class and 
make sure that the majority of our people can aspire 
to a decent standard of living and quality of life, we 
need to break out of the usual refrain for building 
more flyovers and broadening roads, and adopt a new 
paradigm for defining a vision for of our cities. Ш 


The author is CEO, President and MD of Infosys 
Technologies Ltd 
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E Mumbai Dehi Chennai Kolkata 
8 Demand (milion litres per day or MLPD) 
E Supply (million litres per day or MLPD) 





Mumbai: 100-year-old drainage network discharges 25 mm/hour against 
requirement of 50 mm/hour. 


Delhi: Discharge capacity of 1,433 MLPD is considered adequate. 
Chennai: 19th century drainage system on the brink of collapse. 
Kolkata: 969-km network can discharge 2,000 MT/day; totally inadequate. 
Bangalore: Good underground sewerage infrastructure, but 

lacks maintenance. 


ramet: Discharges 458 MLPD of waste, can handie only one-fourth 
Source: BT estimates 








47 7 "Bangalore Chennai — Delhi Hyderabad Mumbai Ambient 
| ә 2 8 Suspended particulate matter or SPM (ug/m3) 
> a I Sulphur Dioxide or 502 (ug/m3) Nitrogen Dioxide or NO2 (ug/m3) 
id "aa Source: Eureka Forbes Institute of Environment 
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It is generally accepted that global 
Oil", that is the maximum 
accretion, is already behin 


INDIA 


"Peak 
— reserve 
us, and "Peak 


Gas" may happen in the next two decades 


long-term and the longest-term answer. This is also true 
of hydro-electric power if the problems of 
environmental degradation, geological instability, 
and silting of dams can be resolved over time. 

However, oil and gas—the last item on India's 
conventional energy list—is only a short- to mid-term 
resource. With less than 0.5 per cent of the world's 
reserves, more than 15 per 
cent of the population, per 
capita consumption at one- 
third the global average, and 
compounded annual growth 
in demand exceeding 4 per 
cent, India will remain a net 
importer. It is generally 
accepted that globally, "Peak 
Oil”, that is, the maximum 
potential reserve accretion 15 
already behind us, and *Peak 
Gas" may happen in the next 
two decades or less. Further, 
the new oil and gas coming 
from offshore, deep sea 
discoveries are much more 
expensive. Costs of drilling 
rigs and special steels have 
nearly trebled in recent years, 
and even then, availability is a 
constraint for all operators. 
More than two-thirds of the 
oil is used by the transportation sector—all road 
and most of rail transport in India is fuelled by 
diesel and, to a much lesser extent, by petrol and CNG. 
With the rapid growth in aviation sector, jet fuel 
demand is surging. 


value chain. The policy of cross-subsidisation in 

power tariffs and inevitable power cuts have re- 
sulted in almost all industrial units, hospitals, hotels 
and commercial establishments running their own cap- 
tive power plants on diesel—a most wasteful way prac- 
tice. Add to that the inefficient technologies used in 
conversion, for instance, in autorickshaws, agricultural 


ү: all kinds of distortions have crept into the oil 
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pump sets and heavy vehicles, etc., and the wastage 
goes up. Administered pricing of oil, gas and electricity 
has inescapably led to utter indifference to fuel con- 
servation. After the oil shock of 1973, the OECD 
(Organization for Economic Cooperation and 
Development) countries achieved 15 per cent saving 
in their fuel consumption; but precious little 
happened in India. 

As a commercial alterna- 
tive, renewable sources of 
energy are still some way off. 
Solar energy will become a 
viable alternative when the 
price of photovoltaic cells 
comes down. Wind energy is a 
supplement; geo-thermal and 
wave energies are still at the 
laboratory stage. Renewable 
energy sources will generally be 
only supplements till massive, 
cost-efficient power storage 
devices become available, and 
the base load will have to come 
from thermal energy. 
Therefore, energy independ- 
ence will come from the cre- 
ation of mass transit systems 
operating on thermal electric- 
ity. For inter-city movements, 
the railways have to be 
expanded and improved. For intra-city movements, 
the cheapest option will be to bring back the trams or 
trolley-busses, or other such innovative solutions. 
Alternative options, requiring higher costs and larger 
lead times, are underground or elevated railways. 

So what do we get from an electric-powered 
mass transportation system? We get clean, safe, reli- 
able transport capacity for hundreds of millions of 
tonnes of freight and tens of millions of people on a 
24x7 basis for centuries to come, exploiting deep 
coal and lignite, thorium and, subject to R&D success, 
gas hydrates. We also cut costs and pollution by 
eliminating the need for mass-scale captive generation 
as is now happening. 
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What about the newer or emerging technologies? 
Can they provide a solution for India's energy need for 
the future? Here we are talking of gas hydrates, 
hydrogen, bio-diesel and fuel cells. I believe that once 
we have the necessary breakthrough in research and 
development, gas hydrates—crystalline methane on the 
sea-bed—can easily take care of a major portion of 
India’s energy needs. We have huge deposits of gas 
hydrates in the Andaman & Nicobar Islands, on the 
east coast, and also on the west coast. The techno- 
logical challenge lies in bringing the crystals to the sur- 
face in controlled conditions. Since these crystals are 
formed under high pressure and low temperature 
conditions in deep waters, any attempt to lift these 
results in the crystals dissolving prematurely. We are 
working with an international consortium on this 
R&D as the lead company under the National Gas 
Hydrates Programme. 


ydrogen and fuel cells are still at the labora- 
tory stage and pricing is an issue. Bio-diesel is 
another supplement. If we can stop the 
diesel-based parallel power generation industry, we can 
free a lot of diesel for our transportation needs, and 
that itself will mitigate our import dependence in 
oil and gas. Another fuel, coal-based methane (CBM), 
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will soon become a reality because we have scheduled 
commercial production in early 2007. 

Thus, energy independence will come from a 
combination of coal and lignite, hydel, thorium, 
renewables and indigenous as well as imported oil and 
gas. In oil and gas, we will remain a net importer till 
global reserves run out. But given the other resources 
that we have, we may become net exporter of energy 
for generations beyond. 

To achieve that—development of alternate 
fuels, better conversion and conservation tech- 
nologies and better transmission and distribution— 
there is a need for huge investments. Whether that 
comes from domestic or foreign firms is not the 
issue. The issue is to have bankable projects. To have 
a bankable project, we must have a national polit- 
ical consensus to clean up the pricing anomalies. 
When you have artificial pricing, the real value of 
the goods is not perceived; this invariably results in 
wastage, besides one of the worst black money 
systems, perhaps next to that from narcotics. We can 
become energy independent only when we have 
cleaned up our energy pricing. 8 
The author is the Chairman of ONGC Limited, and the article 
is based on his free-wheeling chat with Business Today 
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1.5% chance this parking attendant could be a thief in disguise. 
98.5% chance, trusting him is the only way you'll be in time to see your niece's doli off. 


Whichever way life takes you, we'll be there. 


We understand that sometimes life is about taking a auto 

chance because there are more important things at stake. 

Which is why our Auto Protector Policy takes care of 

something like vehicle theft. So you can concentrate on the protector 
things that matter. Like staying your niece's favourite uncle - 

for along time to come. policy 
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A Snapshot Of India's 011 Economy (2004-05) FF 
Consumption Production | 
127.12 





ThelmportBilis 118.23 
111.58 Rs 117 032 crore 





Crude Petroleum Gas < Crude Petroleum Gas 
Oil Products Oil Products 
Figures in million tonnes — *Billion cubic metres 








The Immediate Future 

By 2011-12, India Will Need 
Coal Energy: 254.93 MTOE* 
Lignite: 22.05 MTOE* 

Crude Oil: 185.40 MT 

Gas: 57.60 cubic metre 
Nuclear Power: 14.16 billion KW 
Hydro Power: 18.54 billion KW 
Wind Power: 45,000 MW 

Others: 35,000 MW 

Total Requirement: 723.93 MTOE* 


MTOE: Million tonne of energy 
Source: Planning Commission and Ministry of Non- 
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Figures in million metric tonnes | Figures in 
Source: Ministry of Finance/Economic Survey 
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Case, — Company name: OWL 
WM . Oil Field: ` Greater Nile 
3 Investment: — — Rs3,600cr 

Year: 2003 

Stake: 25% 


Share of Oil/Gas: 3 МТРА 
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“We need to ensure that our customers have access to 
the best sporting action at all times. The efficiency of 
our back-end processes have significantly improved 
with Airtel Enterprise Services, leading to faster 
activations of affiliates, which in turn has had a very 
positive impact on our revenues. 


With Airtel Enterprise Services, we have 
reduced our turnaround time and you get 
to see the best sporting action, every time." 


> 


Vijay K. Rajput 
CFO & Sr. V. P- HR & Admin 
ESPN Software India Pvt. Ltd. 


= 


business@ease 


ESPN needed to increase speed of activation to easily meet peak demand. We at Airtel Enterprise Services efficiently integrated all their business 
processes, leading to significantly reduced turnaround times, and in turn, positive impact on their revenues. 


Airtel Enterprise Services is a Strategic Business Unit especially created to deliver end-to-end telecom solutions, with platinum grade service. 
Backed by world class telecom infrastructure, global tie-ups and six sigma quality processes, we are here to help you conduct business@ease. 


So if you need a customised solution for your telecom needs, simply get in touch with us at 011-51519696. 
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The rapidly increasing demand for water by 
Indian society can be met neither in quantity 


nor quali 
made to 


Antarctica, the Arctic and as glaciers on our mountains, 
generally inaccessible to the human race. What we are 
left with is the balance 0.5 per cent from which not 
only do we have to satisfy the needs of the human race, 
but also the demands of an increasingly stressed 
ecosystem, which needs water to survive. Water prob- 
lems across the globe are, therefore, likely to become 
far more serious than we have experienced thus far. 


he largest use of water in this country is for 
| irrigation in the agricultural sector. We use 
well over 80 per cent 

of our water for agriculture 
as opposed to a slightly lower 
percentage in China and 
Egypt. In contrast, France 
uses a little over 10 per cent 
and the UK well under 5 per 
cent for agriculture. This, of 
course, is a direct function 
of the pattern of rainfall, 
which is far more uniform 
in several parts of the world 
and abundant enough to per- 
mit agriculture round the 
year. Other sectors in India 
that are major users of water 
are the electric power indus- 
try, which requires water for 
hydroelectric stations and as 
a coolant in thermal power 
stations. Ап increase in 
industrial activity has placed 
growing demand for water 
for several industrial 
processes. Similarly, many 
industries such as those deal- 
ing with food, beverages and pharmaceutical products 
require water as an ingredient in finished products for 
human consumption. Finally, water is also used as a 
medium for waste disposal. The excessive abuse of our 
river systems and lakes is an unfortunate example of 
excessive use of water for waste disposal. 

Water quality in our river systems has reached cri- 
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unless a radical departure is 
e existing policies and practices 


sis proportions. The quality of river water as pointed 
out in the GREEN India 2047 study is monitored at 480 
stations under different programmes in the country. 
On the basis of these measurements, the quality of 
water is classified along five different classes, with class 
А representing water fit for drinking without 
conventional treatment but after disinfection. Class E, 
on the other end, is fit only for irrigation, industrial 
cooling and controlled waste disposal. The total 
coliform count in Indian rivers, has risen steeply in 
recent years, and standards are being violated in a large 
number of cases. Some of 
the worst affected rivers in 
the country are Sabarmati 
and Khan, in which the bio- 
chemical oxygen demand 
(BOD, a measure of food for 
bacteria found in water) val- 
ues were greater than 20 mil- 
ligrams per litre in 1997. The 
BOD value of water in 
Elangabeel lake in Assam and 
Ulsoor lake in Karnataka is 
more than 7 times the maxi- 
mum permissible limit. Major 
sources of water pollution in 
India are city sewage and dis- 
charge of industrial waste. 
The sewage released from 
cities increased from an 
estimated 5 billion litres a 
day in 1947 to around 30 
billion litres a day in 1997. 
Facilities for effective treat- 
ment of sewage represent 
only 10 per cent of the quan- 
tity generated. 

Based on these facts, it can be concluded that 
the rapidly increasing demand for water by Indian 
society can be met neither in quantity nor quality 
unless a radical departure is made to the existing 
policies and practices established in this sector. In 
general, government departments responsible for 
water management and supply have largely bred 
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Technological possibilities that can bring 
about revolutionary improvements in water 
usage range from drip irrigation in 
agriculture to water conserving toilets 


ineffective and inefficient management of this resource. 
As a result, not only is there unhealthy overuse of water 
for several applications, but polluting industries and 
cities dumping sewage are able to get away in the 
absence of effective penalties for violating standards and 
regulations and a lack of incentives for proper action. 

The introduction of market principles for the 
management of water is generally resisted and con- 
demned by civil society and various communities, 
because the availability of water is seen as a God-given 
right which no operators of 
markets or business have any 
licence to interfere with. Yet, in 
the absence of proper pricing 
signals, it is unlikely that the 
right technological solutions 
will emerge and be dissemi- 
nated widely enough in any 
society. Technological possi- 
bilities that can bring about 
revolutionary improvements 
in water usage range from drip 
irrigation in agriculture to 
water conserving toilets that 
use recycled water in our 
towns and cities. Yet, none of 
these is likely to be adopted 
and persevered with by con- 
sumers, unless there is a price 
attached to inefficient con- 
sumption. There are also mas- 
sive leakages and wastage in 
the public supply and distri- 
bution of water, which again 
would get plugged effectively if agencies responsible 
for the management of water evaluate and act to re- 
duce the economic loss involved. In other words, 
some business principles must govern the supply and 
distribution of water. 


lies in convincing the public that in the ultimate 
analysis, they would be the main beneficiaries 
of market principles applied to water management. 


T big challenge in moving to such a scenario 
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Another aspect that requires the use of appropriate 
market instruments is in respect of pollution of water. 
The huge economic loss that society incurs because 
polluters only evaluate their narrow private gains 
while dumping large quantities of pollutants into 
our waterways, needs radical change. Penalties for 
water pollution must match if not exceed the cost 
imposed on society. The worst sufferers in this regard 
are a large number of poor people who cannot buy 
bottles of factory processed water and poor fishermen 
who have nothing to catch other 
than tonnes of sewage in our 
dead rivers. There is enough 
legislative back-up for effective 
action and punitive measures 
for polluters in this country. 
The major weakness lies in an 
effective institution that can 
transparently and honestly 
ensure compliance with the law, 
and thus ensure net benefits to 
society. 

As a concluding concern, it 
might be mentioned that the 
impacts of climate change on 
India could adversely affect the 
availability of water resources 
and their even distribution dur- 
ing different periods in the year. 
Hence, there is an urgent need 
for adapting measures by which 
Indian society can minimise the 
adverse effects of climate 
change, particularly as they re- 
late to the water regime in the country. Water for all 
would remain an unfulfilled dream unless the govern- 
ment, the media, business and civil society work in 
partnership to bring about a total revolution in our 
thinking about this vital resource and in its essential man- 
agement. If there is a sector where public-private part- 
nerships need to be put to test, it has to be in the water 
supply system in our country. Ш 
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Renewable sources are rapidly improvin 
terms of cost and viability but sustaine 


INDIA 





efforts are called for to achieve grid quality 
supply in the next five years. 


India Ltd), and pvc (Damodar Valley Corporation). 
The Rural Electrification Corporation (REC) is 
entrusted with the task of channeling the grant funds 
and providing soft loans for the balance requirement. 
In this regard, the role of REC is similar to that of the 
Rural Electricity Authority (REA) in the Us. 


mitment of state governments and state utilities 

to introduce a revenue sustainable franchisee 
arrangement prior to project completion and provi- 
sion of targeted and upfront subsidies as required. This 
implies that the last mile connection is contingent on 
a franchisee being in place for a village or an area 
comprising a block of villages to perform the functions 
of distribution and supply agency and collect dues, al- 
beit subsidised, from the ultimate consumers. Families 
below the poverty line consuming 30 units per month 
or less will pay only 50 per cent of the cost of supply 
as mandated by the National Electricity Policy. 

All this brings us back to the title of this article 
which may be better rephrased as *What will it take 
to electrify all our households". The answer is not a 
simple one. The RGGVY is an excellent initiative and a 
measure of the government's resolve to complete 
the unfinished task of rural electrification during 
this government's tenure. It is in a sense a starting 
point for the home run. However, the greatest stum- 
bling block will be the bottom-up conditions where 
franchisees and on-the-ground agencies come into 
play. Rational and affordable tariffs will need to be set, 
and the related subsidy provided upfront. The three 
*Ts" of subsidy design are that they should be trans- 
parent, targeted and temporary. A subsidy ultimately 
has to be paid for by someone. In the case of electricity 
the three choices are—a cross-subsidy by other 
customers, the absorption of the subsidy by the 
supplier or by the tax payer. The World Energy 
Council believes that the last of these options is 
preferable in that it distorts the market the least. 

The role of the franchisee or distribution agency 
referred to earlier will be to complete the last mile 
connections and to manage the operations on a day- 
to-day basis. Revenue sustainability requires that the 


T key element of the agreement is the com- 
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electricity used and the expenses for maintaining the 
network will be paid for on a sustainable basis. 
Franchisees could be NGOs, user associations, со-ор- 
eratives or individual entrepreneurs. Each of these will 
need capital and a workable business plan. Domestic 
capital formation is, thus, another critical area. 

In order to achieve this, energy access projects need 
to be made more attractive. The flip side to promoting 
local enterprise is the encouragement of micro 
financing facilities to help develop electricity 
customers. Even in today's developed countries, the 
early pioneers were often relatively small local 
companies. It is fortunate that in densely populated 
India, around 90 per cent of the population live 
within reach of the grid. Nevertheless, there will be 
very different circumstances in different areas that call 
for a range of responses. The states and their power 
utilities will need to assess the feasibility of grid sup- 
ply vs distributed generation for each of the villages. 

Many of the distributed generation technologies 
for area supply application are in the pilot stages 
and some amount of time and effort will be needed to 
adapt and bring them into regular commercial service. 
On a more positive note, though, renewable sources 
are rapidly improving in terms of cost and viability but 
sustained efforts are called for to achieve grid quality 
supply in the next five years. 

Given the high percentage of population within 
reach of the grid, healthy functioning of the grid-based 
distribution industry is crucial to achieving and 
sustaining the *access for all" target. This also means 
that power sector reform is one of the roads that must 
be travelled to reach the universal access destina- 
tion. And finally, emerging out of recent experience, 
there is new pragmatism which recognises that power 
sector reform covers a wide menu, even including 
market interventions in certain circumstances. 

This theme has been explored further in a recent 
report of the World Energy Council on energy market 
reform experience to date. In particular in developing 
countries, maximising the scope for competition may 
not be the first priority. This is not to overlook the fact 
that competition is the most reliable driver yet 
discovered of efficiency and innovation. 
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n electricity supply system, which does not 

pay for itself is ultimately unsustainable. Also, 

cost-reflective tariffs can only provide the ba- 
sis for future investment if the money is collected. In 
order that electricity supply should be paid for it 
may be necessary to link the RGGVY to initiatives for 
overall commercial development and improvement of 
the economic conditions of the rural areas. This 
approach will facilitate raising of the overall living 
standards. Thus, a major effort will be required at the 
state level, where such aspects need to be developed. 
The people of the villages, too, need to be mobilised 
and involved in this task. 

An example of the holistic approach mentioned 
above is the Confederation of Indian Industry (СП) 
Dungarpur Initiative. Dungarpur is a district in 
Rajasthan and is one of the nine backward districts 
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identified by UNDP for a pilot programme for pro- - 


moting decentralisation and capacity building for 
participatory planning for poverty reduction. Among 
the various initiatives being undertaken by the CII- 
Industry Group in Dungarpur is one pertaining to 
development and management of energy resources. 
This task has been taken up by one of the members 
of the group with expertise in energy solutions. 

For working out energy solutions for an area like 
Dungarpur, which is of district size and comprises a 
number of villages, there is a need to map the energy 
needs, estimate the resource requirements, fuel avail- 
ability and location of plants and integrate these 
with the development plans of the district. This 
requires that the villagers be taken into confidence and, 
if need be, even organised to supply the fuels required 
in a given scenario. Further, they need to be involved 
in the development activity, persuaded to abide by 
their commitments and to pay for the services 
received. They may also own some of the facilities 
installed for providing energy to them. 

All stakeholders should feel involved and be invited 
to participate in the process of meeting their energy 
needs. These stakeholders are schools, healthcare 
facilities, small enterprises, traders/shopkeepers, 
equipment manufacturers, service providers and rep- 
resentatives of the state and district administration. 


94 BUSINESS TODAY JANUARY 15 2006 


, 
^ ж 

a C" dim 4 

4 Á “ 


у 
Е 
Е 


"^W ñ! on 


ik 


The example given above affords a flavour of 
what it will take to achieve village electrification in the 
true sense, wherein each household along with the 
various Village institutions will have access to electricity 
especially in remote locations where grid connection 
may not be feasible. Availability of quality power 
supply would help unleash the full economic growth 
potential of rural India and the consequent increase of 
rural purchasing power will not only provide a great 
stimulus to the economy but also enable consumers of 
electricity to pay for their usage and thus make 
universal access sustainable. 

In conclusion we may state that the RGGVY is a bold 
and timely program for ensuring complete household 
electrification in an ambitious time frame of five 
years. China achieved close to universal access over a 
longer time-span of two decades. India, however, is a 
democracy and the levers of power correspondingly 
less direct. Hence harnessing the forces of motivation 
and incentivisation becomes all the more critical. 

Moreover the target cannot be achieved by the 
Ministry of Power alone. The collaboration of other 
ministries such as Finance, Education, Water Resources, 
Rural Development and others will be needed. While 
the Centre will bear the capital cost, the revenue costs 
and the bulk of the implementation effort will have to 
be borne by the states. Implementation will call for a 
high degree of management and governance skills. 

The degree of success in various states will there- 
fore be a direct function of their governance record. 
The map for India to achieve this goal is one showing 
multiple roads that must all be followed in parallel, and 
the motive power that must take us along those 
roads is political will. Progressive states that can get 
their act together and harness the energies and 
resources of the various stakeholders, NGOs and the 
cpsus are more likely to attain the goal of 100 per cent 
household electrification at an earlier date than those 
that cannot think progressively. Finally, the corporate 
sector, in particular those having energy expertise, can 
play a vital role in making this happen. 8 








The author is Chairman, Motorola India, and a 
former Managing Director of Tata Power Limited 
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The Big Picture 
Of villages have no electricity 
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%age 

57.1 

The Fine Print 32.3 

0f rural households have 10.6 
electricity 


Of rural households do 
not have electricity 





80,631 





Shortiall 8,036 


Transmission & distribution losses 
vary from 18 per cent to 62 per cent 
across the country 

Figures are т MW 

Sources: Ministry of Power 








India needs 1,00,000 MW additional generation capacity by 2012 


The investment required: RS 8,00,000 crore 
Sources; The 16th Electric Power Survey, January 2001 











How We Stack Un 

US 

lapan 8,612 

UK 6,614 

Russia 6,062 

Brazil ^ 2,183 

China 1,484 Figures are in KWH/Year and denote per capita electricity consumption 


Sources: UNDP Human Development Report 2005 
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Studies reveal that the coun 


INDIA 





currently 


faces a housing shortage of 20 million units, 
half of which is urban and 70 per cent of 
that belongs to the low-income segment 


which the housing sector is built. Four aspects need to 
be addressed—the financing model, regulations, 
infrastructure and knowledge creation—and all dealt 
with simultaneously, with a sense of urgency, if the 
efforts are to succeed. 


repaying capacity of an individual, since that is 

the basic principle of providing financial sup- 
port. While the operational aspects of the system 
have been streamlined, a critical point has yet to be 
addressed—the question of employment since it is the 
decisive factor that ensures earning. In order to enable 
the youth of our country to take full advantage of their 
capabilities, an equal emphasis will have to be given 
to education and health, which are directly related to 
employment growth. 

As our population grows and the economy pro- 
gresses, the demand for financial assistance will in- 
crease exponentially. In such a scenario, normal 
credit appraisal processes are not likely to provide suf- 
ficient checks in the process. The system will need to 
be much stronger, bringing into focus the role of 
independent credit rating agencies, which will be 
able to provide necessary and updated information 
regarding applicants. Such a system will not only 
contribute to transparency and control in disbursal, but 
will make it possible for legitimate applicants to access 
loans and other financial services promptly. In India, 
the setting up of CIBIL or Credit Information Bureau 
(India) Limited has been the first step, but a lot more 
needs to be done. 

As formal housing markets evolve and strengthen 
in India, there still exists a large chunk of the popu- 
lation in rural and urban India that needs basic shel- 
ter, particularly the non-formal and self-employed low- 
income segments. This is a huge market opportunity 
that can be serviced by alternative financing methods. 
The Centenary Rural Development Bank (CRDB) in 
Uganda is, for instance, one of the few banks in the 
world dedicated to housing micro-finance. While 
financing the lower income segments, the bank tends 
to focus more on “сһагастег and capacity' rather 
than ‘collateral and capital’. In India too, over the past 


B eing able to afford a house is dependent on the 
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decade, a number of successful micro-finance insti- 
tutions and NGOs have shown the path to the formal 
banking community. Experience has shown that re- 
payment records are actually better in this category, 
nullifying the question of higher risk. What is re- 
quired is the ability to be responsive to the specific 
needs of low-income clients and then finding ways to 
lend in a cost-effective way. These micro-finance 
initiatives not only provide easy and timely access to 
financial services, but also support livelihood gener- 
ation through self-help. Moving such efforts to the 
mainstream could be the most efficient instrument of 
poverty alleviation in our country. 

Evidently, the responsibility of creating housing 
within our cities and villages is one that needs to be 
shared by all stakeholders. On the regulatory front, the 
government needs to act on archaic laws and take 
objective decisions on issues like stamp duties, dis- 
organised land records, FSI (floor space index) as 
well as tedious procedures and paperwork. Regular 
updation of records and data pertaining to real estate 
will help planners and developers create effective 
blueprints for the future. Concurrently, real estate pro- 
fessionals and citizens will need to contribute and work 
towards the re-planning process. 

A recent development has been the launch of the 
Jawaharlal Nehru National Urban Renewal Mission 
by the Central government. The programme will 
provide Rs 5,500 crore in the first year alone to select 
cities for infrastructure development and provision of 
basic services. Furthermore, the Mission promises 
to address the problems of legal, systemic and pro- 
cedural reforms and aims to align them to the con- 
temporary needs of our cities and towns. It is this 
multi-pronged approach that is encouraging. 

This is an approach required in urban planning as 
well. A shift in focus—from buildings to people—will 
enable a multi-dimensional approach, which 
encompasses quality of living and physical develop- 
ment. What is required is a focus on providing an 
integrated delivery of services, and not just housing 
development. CEMEX, a leading global producer and 
marketer of quality cement products, through its 
*Patrimonio Hoy" programme in Mexico organises 
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The Centre needs to act on archaic laws and 
take objective decisions on issues like stamp — 
duties, disorganised land records, floor space | 
index, and tedious procedures and paperwork 


low-income families into self-financing cells that 
facilitate and expedite the typical home-building 
process. The programme not only provides them 
with the products they need, but also offers them 
guaranteed prices and technical assistance, in- 
cluding an architect, so they can optimise space and 
reduce waste. 


without the enabling factor of technology. To 

have all transaction related information acces- 
sible at multiple points with the help of comput- 
erised registration records, will lead to a greater degree 
of transparency and accountability in land transactions. 
On the consumer side, the internet has already become 
a platform for real estate transactions and the concept 
of e-housing is not difficult to envisage. Imagine 
homes that generate more energy than they con- 
sume, software that controls every household appli- 
ance and robots that ensure your dinner is ready to be 
served—even before you step inside. 

The establishment of a new framework in the 
housing sector is a task that is being discussed at 
several levels. A point to keep in mind is the long-term 
nature of the undertaking at hand. This is why knowl- 
edge creation and dissemination becomes a necessary 
objective. As does professionalism and accountability, 
especially since decisions taken here are set to influence 
multiple lives. Corporate governance is an area that 
needs to be embedded in the entire development 
process, resulting in an environment free from red 
tapism and bureaucratic obstacles. Governance will 
also need to permeate the supply side, with developers 
working towards transparency in their projects, with 
regards to quality and prices. A home is a lifelong per- 
sonal investment, and it is for this reason that issues 
such as guarantees on homes will form part of the 
basic principles of housing projects. 

Progress will need to be supported by the creation 
of a knowledge pool of professionals and consultants, 
who will have a qualified and objective outlook and 
the vision to look beyond obvious solutions. This 
has created an urgent need to develop a structured and 
formal curriculum for real estate and urban plan- 


[ sm planning in housing will be incomplete 
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ning in India, be it in architecture, management or 
entrepreneurship. Today's academicians will have 
to groom a generation of thinkers and implementers, 
who will be taught in institutions that set high stan- 
dards and even higher goals. It is a vision like this that 
will ultimately result in the provision of affordable and 
quality housing for all. 

The importance of the housing and real estate sec- 
tor in India can be judged by the estimate that for 
every rupee invested in the construction of houses, Re 
0.78 is added to the GDP of the country. The linkages 
run deep and progress in this area will enable growth 
in various others at a faster pace, ultimately creating 
demand, improving quality and setting standards—all 
in all, boosting the economy. 

One thing is clear—solutions will require a par- 
ticipatory approach, with governments and commu- 
nities involving themselves in the creation of housing 
solutions. Strong local governments that can manage 
urban planning, boast the fiscal strength and pos- 
sess the ability to enforce what they think will make 
the difference. Developers will have to adopt an en- 
abling role, working together with governments to 
translate regulations into quality housing, and using 
resources effectively to ensure that people derive 
maximum benefit. 

My vision for India in 2020 includes planned, 
clean cities with basic infrastructure in place, afford- 
able and energy efficient homes, a dynamic regulatory 
and legal framework, and most of all, concerned cit- 
izens involved in the running of their cities and 
towns. It is said, “Rome was not built in a day”. 
Not surprising, since the ancient Romans were 
down-to-earth realists. While the rich had gracious 
homes, the others had apartments, some big, others 
small. The important point was that there was a roof 
over every head. Is this too much to ask? I do not 
think so. It is time for us to make this possible, not 
only for ourselves and the people we know, but for 
every Indian for whom affordable quality housing is 
an undeniable right. How much time it takes, is en- 
tirely in our hands. 8 
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Is There Any 
All-India Initiative To 
Provide Housing For All? If Yes, What Is 
The Status Of This Initiative? 


Bharat Nirman, Indira Awas Yojana and National 
Urban Renewal are some of the initiatives that the 
—— has taken for providing housing for all. 

udgetary allocation for the purpose is inadequate; 
the Centre has allocated around Rs 2,800 crore 
under the Indira Awas Yojana to construct 15 lakh 
houses and about Rs 5,500 crore for upgrading 
urban infrastructure. 
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To Ensure 


ealthcare For All? 


KIRAN MAZUMDAR SHAW 


NDIA ACCOUNTS FOR A SIXTH OF THE WORLD'S 
population. But only a sixth of India's billion 

people have access to affordable healthcare. 

The rest are neglected much like the diseases 

that afflict them. Medical help is inaccessible 

and simply beyond their means. In fact, 

the cost of staying alive pushes one quarter of Indians 
below the poverty line. Those who require 
hospitalisation are perennially repaying debts and it is 
important to note that rural indebtedness caused by 
illness is far greater than that caused by crop failure. 
India's disease profile features 8.5 million patients in- 
fected with tuberculosis (TB), 5.1 million people who are 


HIV+, 2.1 million suffering from malaria and an esti- | 
mated 35 million diabetics, which makes India the | 


world's largest in all these disease segments. In the 
area of metabolic diseases and cancer, India's patient pro- 
file mirrors that of the Western world. Such a disease 
burden could bankrupt even the most affluent of nations. 
Developing and maintaining sustainable health- 
care delivery for people in the poorest countries of the 
world is, indeed, a gigantic, if not an insurmountable, 
e. There is an urgent need to provide access to 
affordable healthcare in a sustainable manner. 
Furthermore, this should be based on an underlying 
strategy of preventive, rather than curative, medical care 
if we are to improve India's health indicators. The only 
viable proposition is an insurance model that will 
support millions across India's rural hinterland through 
a large network of hospitals and clinics. Roughly 
translated, it means “Insuring Affordable Healthcare”. 
India’s demographics reflect a young population 


106 BUSINESS TODAY JANUARY 1$ 2006 


In recent times, several low cost health insurance 
models have taken root. The most visible pro- 
gramme is the Yashaswini Health Insurance scheme 
introduced by the Government of Karnataka in 
2003. Under this programme, members of various 


co-operatives in the state receive an insurance cover 


against an extensive list of surgical procedures 
(1,650 in all) for a nominal premium of Rs 120 per 
annum. Another private initiative, Arogya Raksha 
Yojana, is a comprehensive health insurance scheme 
that goes beyond surgeries and encompasses hospi- 
talisation, free medical consultations and low cost 


medicines all for a modest premium of Rs 180 per 


annum. Both these programmes rely on a network of 
established government and private hospitals and 
clinics (as the case may be), to provide quality 
healthcare to rural communities. Theoretically, at an 
annual insurance premium of Rs 180 or approxi- 
mately $4, India should be in a position to provide 
basic healthcare to its billion people for an 
unbelievable $4 billion (Rs 18,000 crore)! This is a 
hypothesis well worth establishing. 

Success in the long-term battle against illness and 
disease in developing nations is increasingly becoming 
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The Indian market is known to offer the 
cheapest generic drugs in the world. 
Eliminating marketing and distribution 
costs reduces this even further 


more dependent on education and efficient 
infrastructure. It is, therefore, critical to create awareness 
on health and hygiene and provide efficient systems by 
leveraging information technology. Preventive 
healthcare is more sustainable than undertaking the life- 
long treatment of a disease that has already declared 
itself. It is often the simplest essentials that are required 
in order to break out of the vicious circle of infection 
and ignorance. 

Information technology and telecommunications 
have an increasingly enabling role to play in healthcare 
management. The importance of telemedicine and 
electronic data capture in providing enhanced medical 
information for diagnosis and treatment is key to build- 
ing an efficient model. Additionally, building databases 
and disease registries will enable such insurance 
programmes to evaluate the incidence and diversity 
of diseases at an epidemiological level and, thereby, allow 
for better optimisation. 

The cost of drugs is another key factor in addressing 
affordable healthcare. The Indian market is known to 
offer the cheapest generic drugs in the world. Eliminating 
marketing and distribution costs reduces this even 
further. Arogya Raksha Yojana, for instance, sources low- 
cost generic drugs and makes them available at between 
30-50 per cent of retail prices through a network of in- 
house pharmacies. Spurious drugs are another factor that 
is severely detrimental to affordable healthcare. 
Programmes like the one mentioned above are 
addressing this through a quality control system that aims 
to create a controlled supply chain that is designed to 
eliminate any devious intrusion from fakes. 

India provides a unique platform for affordable 
drug development. Up until now, Indian industry has 
built a globally competitive generic pharmaceutical 
business. The time has come to research and develop 
improved and new medicines. This intrinsically 
challenges Indian industry to balance the high cost of 
R&D with market affordability. In this context, it is 
prudent to highlight that patented drugs, especially 
biotech drugs account for less than 5 per cent of the to- 
tal market purely on account of unaffordability. The 
challenge is to provide new and advanced medicines, 
especially biotech drugs, to patients at the bottom of the 


108 BUSINESS TODAY JANUARY 15 2000 


pyramid. This will only be possible if Indian pharma and 
biotech companies step up their innovation-led research 
programmes and pursue an indigenous development 
path that allows for affordable and cost effective drug 
development routes. 


efficient, sustainable and quality healthcare models 
in rural India. The government's Primary 
Healthcare Centres (PHCs) are inadequately designed and 
ill-equipped to deliver such objectives. Today, it is non- 
governmental organisations, the World Health 
Organisation and private initiatives like those of Rotary, 
Lions and others that have addressed mass immunisation 
programmes more extensively than PHCs, Others like the 
Gates Foundation, MMV, IAVI, etc., are investing in 
health education as well as research initiatives in the area 
of AIDS, malaria and infectious diseases. PHCs are simply 
not providing comprehensive healthcare efficiently. 
India’s changing demographics call for changing and 
contemporary healthcare delivery models. PHCs need to 
form linkages with the private sector if they are to 
function as contemporary and effective health providers 
to the nation. One such initiative involves Arogya 
Raksha Yojana being entrusted with the management 
and operations of PHCs on existing government 
budgetary support. The strategy is to link it to an 
insurance programme that value adds to the PHC concept. 
The backbone of future healthcare programmes 
needs to rest on hygiene awareness campaigns that 
cover water, sanitation and personal hygiene. The 
ultimate goal should be to help people move towards a 
better quality of life. Good hygiene means good health. 
There exists a sharp disconnect between urban and 
rural healtheare in India and if we continue to ignore this 
deepening divide, we run the dangerous risk of 
destabilising our social and economic fabric. The time 
has come to provide basic healthcare to our billion 
people. Accessibility and affordability need to be integral 
to this mission and any low cost health insurance model 
will ensure rural Indians a better quality of life. ш 


P ublic-private partnerships are integral to building 
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Committee of the Congress party to prepare for 
Independence. Jawaharlal Nehru was its Chairman. In 
The Discovery of India, Nehru wrote that the comm- 
ittee arrived at Rs 15-25 per month at 1940 prices as 
the poverty level. It also thought that India's national 
income needed to be increased by five to six times 
(within 10 years!) if poverty was to be eliminated. 


income took 20 years to double at first and 

then again took another 19 years to double 
again. Only in the last 15 years has it seen an accel- 
eration of growth, so the third doubling came in 11 
years. What the Nehru generation thought could be 
done in 10 years—a five-to-six 
fold increase in 10 years—took 
45 years! 

But the real scandal is the 
poverty line. Take Rs 15 at 
1940 prices. With 1939—100, 
the Wholesale Price Index was 
385 by 1952-53. Re-normalised 
at 1952-53=100, it was 165 
by 1968-69. Again, taking that 
as 100, by 1973-74 it was 283, 
when all of a sudden it was 
Garibi Hatao. But the level 
should not have been Rs 50, 
but roughly 14 times 15 or Rs 
210-250. Since 1973, the in- 
dex has risen 14 times. So, the level should be Rs 
3,000 at current prices. Even the per capita GNP is not 
this high today. So, several layers above the “officially 
poor" there are the “Nehru’s poor". They аге still 
waiting to be acknowledged, if not given some help. 

So, enough of the euphoria! India may have a 
middle class of 200-300 million whom the banks 
are flooding with consumers credit with which to buy 
apartments, cars, computers and what not. But the 
poor are not 280 million but more like 500 million. 
The only conclusion can be that the democratic 
polity has looked after the elite groups of high caste 
and then some aggressive backward caste elites and 
neglected the majority. What was created as socialism 


S o what happened after Independence? National 





INDIA 


was just outdoor relief at inflation-proof salaries and 
pensions and tenure security for the better-off. 


and nearly destroyed a healthy private sector, 

one of the largest of any post-colonial country, 
managed to scuttle a world class textile industry and 
made businessmen dependent on permits and li- 
cences. Only after 40 years, when this model collapsed 
in ignominy, has the private sector in India dared raise 
its profile. But even now it is too passive. It tolerates 
bad, inefficient politics. It has allowed third-rate 
criminals to enter the legislatures and done nothing 
to hold up the system to account. In the process, a 
first class city like Bombay has 
been reduced to the level of 
war-destroyed Beirut with 
filthy drains and collapsing il- 
legally built structures and a 
bankrupt municipal authority 
which can only take pride in 
changing its name to Mumbai. 
The disease has now spread 
to Bangalore, which will 
change its name in lieu of imp- 
roving the roads or water sup- 
ply or drainage. No sooner as 
a city attains a global image, 
India's politicians are at hand 
to destroy it. 

So, what must we do? It would be nice to think 
that India's businessmen will get off their backs and 
clean up its politics, or at least make it efficient. But 1 
have grave doubts about that. Like all other incon- 
veniences Indians have agreed to live with, corrupt 
inefficient politics will continue. At least, we can 
proudly assert that the Prime Minister—though only 
he alone—is not corrupt. 

So, let us leave politics to politicians. Can we do 
something about the economy if poverty is to be 
tackled? A massive employment creation programme, 
not employment guarantee is needed. No country has 
grown rich without taking its rural population off the 
farms and putting it into factories. India has to tackle 


A long the way, India's policy makers browbeat 
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The private sector in India even now is too ` 
passive. It has allowed third-rate criminals — 
to enter the legislatures and done nothing — ` 
to hold up the system to account Lr 


that urgently. The stagnation in manufacturing has 
to be reversed. This can only be done if manufac- 
turing is growing at high double-digit rates. China 
doubled its manufacturing labour force from 53 
million to 103 million in 20 years from 1981 to 
2002. Its manufacturing value-added grew eight 
times over that period at 25 per cent per annum, 
while India managed only 6 per cent. India can 
double its manufacturing employment in the next 20 
years, if not faster. The resources can be raised if 
policies are improved. It requires: 

m А drastic cut in budget deficits of the Centre and 
states. Cut non-plan expenditure, which was at Rs 
3,52,748 crore by 2003-04, while plan expenditure 
was only Rs 1,21,507. There was more non-plan 
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expenditure on the capital account than plan 
expenditure! 

ША simpler and faster FDI entry procedure; and 

ш А drastic change in labour laws to make hiring 
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Domestic savings of 25 per cent plus a net gov- 
ernment saving of another five per cent and FDI of 10 
per cent can lift the economy to those heights. This is 
something the business community can get its teeth 
into. Only employment growth in manufacturing 
offers unskilled rural labour any hope of a permanent 
route out of poverty. It is time to grasp it. Ш 

The author is an internationally reputed economist 
and a member of UK's House of Lords 
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and turn your challenges into opportunities. The warp and 
weft of your success is your ability to adjust to changing 


market situations. You need to automate and integrate 
your business processes. 


Ramco e.Applications enables growing businesses to turn 
into progressive enterprises. A globally accepted package 
with embedded modern management tools like the 
unique Extension Development Kit (EDK), it leverages your 
existing IT infrastructure and supports Indian statutory 
tax laws which give you the extra edge to overcome 
competition. 


Vertical Solutions: = Auto Ancillaries = BFSI = Chemicals 
& Fertilizers « Food & Beverages = Industrial Products 
a [гоп & Steel = IT & ITES = Oil & Petroleum = Personal 
Cares Powers Garments & Textiles 


with 


of Growing Businesses 


Ramco e.Applications' 
Ramco Systems: * Part of the Rs. 1500 Crore Ramco 
Group = Ranked No.1 in the Dataquest - IDC Customer 
satisfaction Audit 2005 = 16 major offices in 9 countries 
s Over 1000 customer sites including Fortune 500 users 
s 5000 person years of product development and 
implementation experience ая SEI CMMI-SW Level 5 
Certified. 
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Ramco e.Applications" 
Growth! No matter what! 
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Ramco Systems Ltd. 64, Sardar Patel Road, Taramani, Chennai - 600 113. Tel : +91 44 2235 0841, e-mail: info@rsi.ramco.com 
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The greenest IT park in the 
country just got a bit bigger. 
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Spread over 242 acres of lush green landscape, Technopark brings to life the true magic of God's Own 
Country. In total harmony with nature, the park is an idyllic locale to soothe the grey cells, even while at 
work! Within this inspiring environs, is 15 lakh sq ft of world-class built-up space spread over 6 modern 
buildings which is home to over 10,000 employees in around 80 companies. The first IT Park in the 
country to be assessed at Level 4 of CMMI, Technopark is increasingly capturing the mindspace of 
leading IT companies. To match the mounting demand for office space, the park is on an expansion spree. 





Technopark is constructing a state-of-the-art 6 lakh sq ft building within the campus. Scheduled to be 
completed by October 2006, the ll-storeyed centrally air-conditioned building, "Iejaswani', can 
comfortably accommodate a minimum headcount of 5,000. That is not all. Technopark has recently 
acquired 86 acres of land where Infosys and US Technologies will be setting up their own campuses. The 
park will soon house the software development centres of TCS and IBS as well. What is more, an 
additional 100 acres will be acquired by the park in its third phase of expansion. And the entire land of 
186 acres will be promoted as an SEZ. 


ә КЕ А unique platform lor the stakeholders 


C in the ICT industr 
KERALA | 





Technopark beckons IT investors with a unique convergence of holistic environment, consummate 
infrastructure and unparalleled advantages. Be part of the park's success story and benefit from the 
bouquet of benefits offered by Kerala as an IT destination. 
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ble what workers were getting in 

other factories because, as he is supposed to have said, 
he wanted his workers to be able to buy his cars. 
However, the doubling of salary levels was not the 
only revolutionary change he made. Other revolu- 
tionary changes were in the technology he intro- 
duced to the industry and the new concept of a pro- 
duction organisation. In fact, all three changes had to 

go hand-in-hand for his business model to work. 

Ford introduced the concept of mass produced, 
interchangeable parts into the production of cars. 
He was one of the pioneers of mass production. 
Until the Model T, cars were produced in very small 
batches, or even custom-built, and there was no ass- 
urance that a part from one car would fit another. 
Building on this technological innovation, Ford int- 
roduced the concept of the assembly line, which req- 
uired simple, repetitive operations and could be man- 
ned by workers with very little training. With these 
technical and innovations, Ford was able 
to produce a simple car at a very low cost and propel 
the growth of the automobile market. Some principles 
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ation of markets out of the poor, an idea that C.K. 
Prahalad’s recent book, The Fortune at the Bottom of 
the Pyramid, has popularised again. 

The first principle is: to create markets, an essen- 
tial requirement is creation of incomes. This principle, 
captured in Ford’s response to those who questioned 


the high salaries he paid his workers, seems to be 


одон RAE into шера кии ее 


Oft repeated examples, | 
the simple ТУ, and other such low-priced products 


focus too much on the product and price side of the 


equation, rather than on ways to grow incomes of the 
potential customers by engaging them in the pro- 
duction process as Ford did. In the final analysis, 
what grows the market is the growth of more incomes 
and in the hands of more people through their par- 
ticipation, whether as employees or business partners, 
in the activity of the economic enterprise. However, 
it is hard to understand how any businessman who 


simultaneously applied 
second principle is innovation—in technology 
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as well in the organisational model of the enterprise, 
whereby the enterprise can produce and market pro- 
ducts that are more affordable by engaging income- 
seeking poorer people in the enterprise. In fact, 
Amul, by building a supply chain for milk with small 
cattle owners in rural areas, has obtained a competi- 
tive advantage over its competitors who are using a 
more conventional industrial model of production. 
Another remarkable, though less well known, Indian 
story with innovation in both the model of the en- 
terprise as well as product technology, is that of 
Kuroiler poultry. In this story of market develop- 
ment, the poor are both the pro- 
ducers and also consumers. It ill- 
ustrates how growth in incomes 
and growth in consumption can go 
hand in hand. 

Keggfarms is one of the pio- 
neers of modern poultry farming 
in India. As the industry has grown 
in scale over several decades, Керр- 
farms has progressed upstream to 
higher value products to feed the 
downstream poultry farmers and 
retailers, to provide them with 
chicks, vaccines and other inputs. 
With its technological capabilities, 
Keggfarms has developed а new 
breed of chicken that combines 
the qualities of traditional country 
chickens and industrial broilers. 
Country chickens have dark plum- 
age as camouflage for protection against predatory 
birds. Also, country chickens, that have to scurry 
around and forage for their own feed, are leaner 
and more muscular than the lazy, plump (and mostly 
white-feathered) broilers who are fed within their 
coops in poultry farms. The patented Kuroiler breed 
has more meat and lays bigger eggs than traditional 
country chickens, while retaining its ability to fend for 
and protect itself. Therefore, it can be grown outside 
expensive industrial coops by women in villages. 
With this technological innovation, Keggfarms con- 
centrated on the development of a new model for the 
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production and retailing of poultry, connecting village 
producers with urban markets and also with new 
markets created within rural areas. 

In the words of a director of Keggfarms, "India is 
a country of the masses. India's economy will sustain 
and grow only if the focus is kept on production by 
the masses rather than by mass production." To inv- 
olve the masses in the poultry industry, both the 
supply chain, beginning with supply of day-old chicks 
to intermediate brooders who grow them for one 
month before passing on the birds to women in the vil- 
lages to grow them to maturity, as well as the sales 
chain beginning with the women 
in the villages who have birds and 
eggs to sell (after retaining what 
they want for their family's con- 
sumption), were redesigned to in- 
clude many cooperative enterprises 
of villagers, NGOs and others. Thus, 
by combining a technological inn- 
ovation in the product with an 
innovation in the model of the 
enterprise, new sources of incomes 
have been created in rural areas, 
and the overall poultry market has 
been expanded. It is worth noting 
that the women who grow these 
chickens in the villages are at the 
very bottom of the economic and 
social pyramid. The richer peo- 
ple in villages own cattle. It is the 
poorest, and quite often the lower 
castes that, unable to afford cattle of their own, have 
to resort to less capital-intensive poultry farming. 

Mass production, in the development of which 
Henry Ford made a seminal contribution, requires 
large factories to which people must come to work, 
and around which they must find habitation. It draws 
people from villages to towns and is one of the pri- 
mary forces for urbanisation and its associated chal- 
lenges of providing adequate housing, utilities, and in- 
frastructure under pressure-cooker conditions. Rec- 
ently a concerted thrust is building in India for rural 
development by enhancing agriculture-related 
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activities, providing urban amenities in rural areas 
(PURA), and facilitating the growth of small enter- 
prises with micro-lending. Mahatma Gandhi, who 
often said that India lives in its villages, wanted village 
economies to develop simultaneously with towns 
and cities. Therefore, it is worth recalling a ques- 
tion Mahatma Gandhi had posed to an industrialist. 
He pointed out to the industrialist that the centrali- 
sation of production under one roof was necessary 
when steam was the motive force for driving machines 
in factories, since steam could not be transported 
over long distances. However, he wondered why 
with the use of electricity, which 
can be transported over hun- 
dreds of miles, production ac- 
tivity could not be dispersed. Of 
course, transportability of en- 
ergy was not the only factor for 
aggregating production activity 
within large factories. The other 
reason was the need to control 
workers. Charlie Chaplin high- 
lighted this in his memorable 
movie Modern Times, in which 
he poked fun at Ford's concept 
of the assembly line and the 
mass-production system. 

Nevertheless, Gandhi made a 
good point. Mental models of 
how things have to be done often 
linger when they are no longer 
appropriate. Hence, the earliest 
cars looked like horse carriages 
with an internal combustion en- 
gine in place of the horse. It was many years before au- 
tomobile designers figured out that a car need not have 
the features required for a horse carriage! It is likely 
that embedded mental models are preventing us 
{тот conceiving a dispersed enterprise, even tho- 
ugh information and communication technologies 
now enable coordination to take place across large dis- 
tances, making it no longer necessary to have all 
workers within one's sight as the boss in Chaplin's 
Modern Times factory had to. 
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Therefore, the answer to the question, ‘What 
will it take to create a market out of India’s poor?’ is: 
it will require innovation—innovation in products, in- 
novation in processes, and above all, innovation in the 
concept of the enterprise. Managers must break out 
of the imitative mode of learning and copying best 
practices from elsewhere that are not solutions for our 
economic challenges and opportunities. Innovations 
in India should be directed towards engaging more 
people in economically productive activity, preferably 
in dispersed networks, and preferably using the skills 
they have and those they can develop quickly. Using 
new models of production and 
distribution, new products and 
services at lower cost can be cre- 
ated that can meet people's re- 
quirements along with the 
growth in their incomes. 

There are many examples of 
innovations in India that could 
be the trendsetters. І will name 
only one, because when it is im- 
plemented it will have turned 
full circle the wheel that Ford set 
in motion. The Rs 1-lakh car 
that Tata Motors is developing 
will incorporate many innova- 
tions in the concept of a car. It 
will also spread the production 
and distribution activity into 
many non-traditional formats, 
thereby engaging a greater vari- 
ety and greater number of peo- 
ple in the enterprise than in the 
traditional mass production model. The Tatas are tak- 
ing a risk by breaking out of the established industrial 
mould, as all innovators do. Innovations are riskier 
than applications of proven formulas. However, im- 
itation of current concepts of best practices (generally 
sought from the more developed countries) may 
not be appropriate to develop a market out of India's 
poor. Therefore, we will have to innovate. 8 
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for over 400 clients. Serving daily over 200000 meals, managing 6 million sq. ft space 
nd vending 150,000 cups, RKHS is India's leading Food & Allied service provider. 
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Targeting The Bottom 0f The Ругатій 
Estimated size of the market: 600 million people 


The following initiatives are aimed specifically at the — 
bottom of the pyramid: р ; 
ITC's e-Choupal: This is one of the biggest initiatives by India Inc. Village- P 
level kiosks, connected by the internet, provide information on weather, mar- ^ 
ket prices, scientific farming practices, etc., on a real-time basis. They í 
M also serve as village trade centres where farmers can sell their produce and 
«4 ¿ buy a variety of items ranging from household goods, farm implements, 

“зж ж fertilisers to insurance policies. There are currently about 5,372 e-Choupals 

: across seven states and 31,000 villages and the 

company plans to roll out 20,000 more e-Choupals 
across 15 states and 100,000 villages over the 
next decade. 


HLL's Shakti: This scheme empowers underprivileged 
women in rural India by providing a micro-enterprise 
opportunity. The company has set up a network of 
Shakti Entrepreneurs, who sell HLL products and earn 
over Rs 1,000 per month. The company imparts . Soap | 
training to self-help groups formed by rural women for Nokia 

| this purpose. The Shakti model started off іп Andhra Models 1100, 1600 & 260 

ж, Pradesh and now extends to Karnataka, Gujarat, Ta- PELIS 

Vn + mil Nadu and Madhya Pradesh, among other states. — Ба; — 
Godrej Group's Adhar Project: This is primarily aimed at taking organised retail to the 
bottom of the pyramid. It has set up more than 15 stores which stock and sell low- 
end FMCG products and plans to expand this chain over the next couple of years. 
Adhar's footprint covers Maharashtra, Gujarat, Punjab and Andhra Pradesh. 


Tata Chemicals' Tata Kisan: Tata Kisan Sansar is a chain of one-stop resource cen- 
tres which have been created to offer end-to-end agri solutions, like agro input 
planning and crop procurement. They even offer advice to farmers on increasing crop 
yields. The company already has a Tata Kisan Kendra which addresses the agro-in- 
put needs of farmers. The chain has a presence in Punjab, Haryana and UP. 































27 E ra t 
. ^s 


Source: Webistes of individual companies — — 























Call Free No.: 


HERO HONDA, Leaders partner 1-600-425-4284 


HCL REEBOK, only the best www.gati.com 
SONY, TITAN, 





WIPRO Most respected companies GATP 
trust only Gati to deliver value, on time. Tee шш ш 
e deliver anything, апу 


grees” 
ist? 
et Wood-based products = a зя жы Highly combustible Prone to termite attack 
(e o 
y 4 Plaster-based boards Disintegrates Limited combustibility Boards containing papers 
“ оп exposure to water are prone to termite attack 
f Stays intact 
Hilux on exposure io wate Non-combustible Termite-resistant 


A futuristic new building material - in terms painted, veneered, laminated, wallpapered 
of technology, functionality and versatility. or even tiled! The possibilities are unlimited. 


Manufactured in collaboration with A & A i f 
Material Corporation, Japan, Hilux has Conventional materials simply cannot stand 


amazing properties - it is fire-resistant, ЧР lo this versatile material. Moreover, іх Aa eo 
water-resistant and termite- resistant. IS a material that is totally іп tune with the Ss w s 
design mind set that sees stability, oo 
Hilux can be used in extraordinary ways! aesthetics, durability and security as an #=# aww 
They can be flush/groove finished, integral part of the future@cities. CALCIUM SILICATE BOARD 


For information and enquiries, please contact us at RAMCO INDUSTRIES LTD., 6th Floor, 98-A, Dr. Radhakrishnan Road, Mylapore, Chennai - 4. Ph: 28478585. Mobile; 98840 30167. 
e-mail: prr@ril.co.in Mumbai - Ph: 022-22185723/22182249. Mobile: 98210 21487. Fax: 022-22185723. e-mail: arunturang( yahoo.com Bangalore - Ph: 080-25588460/25588469/25594033. 
Mobile: 98458 36920. Fax: 080-25599452. e-mail: ramcoblr@eth.net Delhi - Ph: 011-23388393/23385008. Mobile: 98103 87007. Fax: 011-23073207. e-mail: dethiramco@rediftmail.com 
Pune - Mobile: 98220 44558. e-mail: Sudhirykadam@yahoo.com Ahmedabad - Ph: 079-27540341. Mobile: 98250 98490. Fax: 079-27541430. e-mail: rhbrahmbhatt@yahoo.com Hyderabad - 
Ph: 040-23376465. Mobile: 98480 29774. e-mail: shyamsharma051@yahoo.co.in Kolkata - Ph: 033-22851035. Mobile: 98300 16411. e-mail: amritarc@vsni.net Indore - Ph: 0731-2530168/ 
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To Own A Car? 


JAGDISH KHATTAR 


NE IN FOUR INDIANS OWNING A CAR IS 
a grand vision that requires а 
35-fold growth in our car-to-pop- 
ulation ratio. But it is far less daunt- 
ing than it might seem at first. 
Between the most affluent 1 per 
cent who own a car and the bottom 25 per cent 
who will not consider buying one for many years, 
there is a large middle India that has to be tapped. 
It might appear that the best way to tap this seg- 
ment is by making cars cheaper to own and run. 
There is no disputing that. Affordability, whether 
through higher incomes, lower taxes or cheaper cars, 
will certainly take us closer to our vision. But that is 
only one part of the picture. 
My concern today is not people who cannot afford 
а car. My concern is those Indians—and there are mil- 
lions of them—who can afford a car, but do not 
own one. Nearly 27 million Indians paid income 
tax a year ago. Most of them can afford a car. If we 
also include evaders, the number of Indians who can 
afford a car would be even more. By another thumb 
rule cited internationally, a family is a potential car 
buyer as soon as its annual income exceeds the price 
of a car. This, too, suggests a huge demand for cars in 
India. Yet there are no more than 7.5 million cars on 
Indian roads today. 
It may seem intriguing that 45 million-plus of 
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these middle Indians have not bought a car yet. In 
recent years, we have tried to reach out to these 
people across the country through more sales and serv- 
ice outlets, more salesmen, more collaboration with 
finance and insurance companies, and even by setting 
up schools to teach driving. We have not got all 45 
million of them to buy cars yet, but the effort has pro- 
vided fascinating insights. | 

I find there are many Indians who can afford to 
own and run a car, but carry a mindset that they 
cannot. Besides, given that they have lived through 
years of shortages and that many car companies 
still do not have outlets in the hinterland, many 
Indians carry the mindset that availability, too, is 
a problem. 

They are perhaps now waiting for a cheaper car. 
Or more likely, they are waiting for someone who can 
convince them that they can afford a car, assure 
them that their maintenance bills will be far lower 
than they fear and hand-hold them through the pur- 
chase process. We have to do the hard work of 
reaching out to them, kindling in them the joy and 
comfort of travelling in a car, teaching them to drive 
and standing by for them as they take a few tentative 
steps towards four wheels. 

Middle India is waiting for a cheaper car, but 
also for a more responsive and sensitive car industry 
that can effectively market and package a car to 
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A family is a potential buyer as soon as its 
annual income exceeds the price of a car. 
Nearly 27 million Indians paid income tax a 
year ago, but there are only 7.5 million cars 


them. They are waiting for a car salesman who 
effectively communicates to them the need and pur- 
pose of a car, a car mechanic they can rely on and a 
car insurer they believe is on their side. They are 
waiting for the car industry to move beyond the 
cliché of customer delight, and develop empathy for 
their needs and apprehensions. 


here we have been able to reach out to 

these people, work 

on them, win their 
trust and nudge them into à 
new mindset, we have dis- 
covered a railway gardener 
here, clerks and mechanics 
there, and thousands of 
school teachers everywhere, 
who can be persuaded to 
buy a car. 

My field team in Punjab 
was out to generate customer 
leads at a rural mela recently 
when a group of farmers 
turned up at the stall. Cash in 
hand, they wanted to buy 
Maruti cars. They were 
offered contact details of the 
nearest dealership, but would 
have none of it. They wanted 
their cars there and then. It 
turned out that they were 
apprehensive of finding their 
way through a swank urban 
dealership, and preferred 
delivery of their car in the comfort of a rural mela. 

There is plenty of such anecdotal evidence to 
suggest that there is, indeed, a huge potential waiting 
to be tapped in India. But those customers have to be 
approached on their terms, on their turf, and in their 
manner and language. 

The car industry is one of the biggest ad spenders 
today. Most of our advertising appeals, if at all, to 
the more affluent, inducing them to either upgrade 
faster or acquire an additional car for the family. We 
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are fighting for the attention of that top 1 per 
cent, and as in any competitive market, persuading 
those prospects to choose our individual brand 
over our competitor's. We have mostly been selling 
to the converted. 

That is fine as far as it goes. But if we have to get 
one in four Indians to own a car, we have to focus our 
efforts on prying open new markets and customer 
segments. We may have to first sell them a car, before 
we begin to sell them а 
Maruti car or a Tata car or a 
Ford car. 

One million new passen- 
ger vehicles were sold in 
India last year. In four years, 
these one million passenger 
vehicles will be in the pre- 
owned market, with sharply 
lower price tags. If, in the 
meantime, organised play- 
ers clean up the pre-owned 
car market by bringing in 
global practices in pricing, 
quality and warranty, that 
could be the quickest way 
to put a million Indian fam- 
ilies on four wheels. 

Alongside this, efforts to 
improve affordability will 
obviously accelerate motori- 
sation in India. Tata Motors' 
proposed Rs 1-lakh vehicle 
will reach out to segments 
low down in the pyramid. 
Car companies in India, which have so far succeeded 
in bringing down costs of operations, will now try 
work with suppliers to compress time-to-market for 
new models. The worldwide trend towards com- 
monisation of platforms and collaborative research 
among manufacturers will help bring down costs 
in India as well. 

Just as customers are altering their mindsets and 
companies are revamping operations to reduce costs 
and improve quality, the government, too, has evolved 
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Pleasure of shopping = tired legs & painful feet? 
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TRI-ACTION MASSAGE 3D ACUPRESSURE MASSAGE 
Tr-action massage targets Syne'rgetic kneading and vibration: 


a calves, ankles and leet penetrate deeply to activate vita 
at the same time tor an acupressure points and stimulate | 
invigorating, realistic y blood circulation. in a 3D 
massage experience so 


wrap-around massage which 
close lo the real thing cannot be achieved by tradibonal 


calves а ankles o feet "s unbelievable hand massage 
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a more positive approach to the car industry. The tax 
burden on passenger cars, like on most "luxury 
goods", was as high as 60-70 per cent some years ago. 
It has come down since, and will continue to do so for 
some time. 

All this will serve to unleash a demand explo- 
sion. India has 40 million households with an annual 
income between Rs 90,000 and Rs 2 lakh. NCAER 
estimates that only 4 per cent of them own a car. 
While a broad БоБ» growth will help, a few 
thousand rupees more in these 40 million wallets, or 
a reduction in car costs by way of lower taxes and 
more efficient processes, could take us closer to our 
vision of one in every four Indians owing a car. 


external factor that could impact car growth. 

Cars compete less with durables and more 
with housing for a share of the middle-class wallet 
in India. If India's efforts at urban renewal suc- 
ceed, and housing becomes more affordable and 
transparent, it would free some disposable income 
for purchase of cars. 

The history of the car industry suggests that mul- 
tiple factors act in tandem to fuel a boom. Among the 
well-known factors are income growth, lower taxes, 
deepening of finance and investment in road infra- 
structure. All these, when they coincide, lead to an 
astonishing growth in motorisation. 

But there are other factors, too, like customer 
care and assurance, clever marketing and a wow 
product. Although less known and intangible, these 
factors are equally important today to enable one 
in four Indians to own a car. Long before Henry 
Ford unleashed the Model T, his company had the 
foresight to put in place a sound dealership network, 
with proper systems for sale and service of cars. At a 
time when most automobile companies relied on 
one-off salesmen and fly-by-night operators to peddle 
their cars, this was a key differentiator that con- 
tributed to the Model T revolution. 

Likewise, while we know that the Model T was 
cheaper than all others, it was also lighter, easier to 
drive and roomier, with seating for five as against the 


D evelopments in real estate will be another 
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Model N, the popular two-seater that preceded it. In 
his book, Wheels for the World, Douglas Brinkley 
describes how the Model T was as good on country 
roads, uphill and through mud, as it was on the 
paved city streets. 

Henry Ford priced the Model T so low that *no 
man making a good salary will be unable to own 
one". But the clincher was that while the Model T 
enabled city dwellers to enjoy the Lord's pastoral 
delights, rural folk could *use it to pull hay rakes, 
mowers, grain binders, and even to butcher hogs”. 
Clearly, the Model T was as much about afford- 
ability as it was about clever marketing and cus- 
tomer assurance. 

There is another hallmark of a car boom: it has to 
be inclusive. Without cleaner cars, more and better 
roads, and vastly improved traffic management, we 
may be faced with community resistance long before 
we even double our car-to-population ratio. In the 
early years of the automobile revolution, irate farm- 
ers covered roads with broken glass and logs, or 
simply dug ditches, to prevent movement of the 
horseless carriage. Others got laws enacted to prevent 
movement of cars on roads, while a few fired their 
guns to frighten upstart car owners, or just shoot 
them down. 

Present-day hostility may not be as fatal, but is no 
less intense. People yet to buy their first car expect car 
makers to deliver on affordability, while civil society 
wants safety and emission technology at par with 
Europe. The car maker will have to, increasingly, 
strike a balance between growing individual aspirations 
for a car alongside the community's reluctance to 
pay the social price for it. 

If one in four Indians has to own a car, the Indian 
car industry has to stop taking a limited view of its role 
and contribution. While government policies and 
macro-economic factors will act as enablers for 
growth, we cannot forget that it is always the car 
industry that transforms economies and macro land- 
scapes, and rarely the other way round. 8 


The author is Managing Director of 
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MY DREAM MACHINE 


How many cars are sold in the country? 
In 2004-05, 1.06 million passenger vehicles 
were sold in India. 






How many Indians own cars? 
According to the Ministry of Road Transportation * ` 
and Highways, the number of cars in India, as on 
March 2003, was 8 million. Adding last two 
years' sales, the number of cars in the country can 
be estimated to be 9.5 million, which gives an 
automobile penetration of nine per thousand. 
But Maruti estimates that there are about 7.5 
million cars in India. 





CAR: Maruti Suzuki Alto 
PRICE: Rs 3.25 lakh 
(ex-showroom, Delhi), including insurance, road tax and registration. 


We considered the average starting salaries of a fresh graduate in a call 
centre, a fresh engineering graduate at a Tier-I Indian IT company, a fresh 
MBA from a top B-school in an advertising/marketing firm, a graduate from 
a top B-school in a top consultancy firm with two years prior work-experi- 
ence, a freshly graduated investment banker at a Mumbai brokerage and a 
fresh engineering graduate at an engineering/infrastructure company, and 
calculated the number of months required by him to cover the cost of the car. 





Fresh graduate in a call centre @ avg. salary 410 
Rs 12,500-26 months Driving Al 
Fresh at a Tier-| Indian IT @ 

engineeri и a Tier-I Indian IT company Number of cars per 1,000 people. 
avg. salary Rs 15000. 8 months 
Fresh MBA from a top B-school in an advertising/marketing firm 
@ avg. salary Rs 50,000-7 months 
Graduate from a top B-school in a top consultancy firm with 
two years prior work-ex. @ avg. salary Rs 75.000-5 months 170 
Freshly graduated investment banker at a Mumbai brokerage 
@ avg. salary Rs 40,000-8 months 110 
Fresh engineering graduate at an engineering/infrastructure 
company @ avg. salary Rs 35,000-10 months 

105 9х 


What is the size of the pre-owned саг market іп India? — жа < * 
According to Maruti True Value, it could be anything around — kem Tug A. Thailand 
600,000-750,000. However, Vinay Sanghi of Automart India The US and the UK had car penetrations of 765 
estimates it to be closer to 800,000-1,000,000. and 440, respectively, as per 2002 data 


Source: Company data 
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INDIA 


WHAT WILL IT TAKE 
[o Raise India s 
Per er Cop Income 


О A Month? 


K.V. KAMATH 


HAT WILL THE INDIA OF 2020 BE 

like? To answer this, we need 

to look back at the India of 1990 

and see the progress we have 

made in the last 15 years. In 

1990, we could not have fore- 
seen the impact of technology, the communica- 
tions revolution, the rise of the knowledge economy 
and the growth in consumer demand. When we 
look ahead at 2020, we should set for ourselves a tar- 
get keeping in mind the strong foundations that 
we have established and the likely evolution of 
global dynamics in the coming years. 

India today is exhibiting a sense of self-confi- 
dence and optimism that we have not seen before. It 
is one of the fastest growing economies in the world; 
and the growth is being sustained and broad-based 
across a range of sectors. The economic outlook is 
buoyant and businesses and households are looking 
forward to the future with optimism and hope. 
Perhaps for the first time, we are daring to think 
big and articulate aspirations that we did not conside 
in the realm of possibility in the past. Thus, a five-fold 
growth in per capita income over the next decade-and- 
a-half is indeed something we can realistically aspire 
to, though it will not be ay gets ГАКА О 
lective effort and commitment of our entire nation to 
realise this shared vision. We need to look at this in the 
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context of the horizons of growth and the building 
blocks needed to capitalise on these opportunities. 
The highlight of the past decade has been the 


development of our services sector driving export-led 


growth by leveraging technology. Rapid advances 
in technology have led to the dissolution of geo- 
graphical boundaries and reduced entry barriers for 
knowledge-based businesses. We have been able to 
convert this global phenomenon into a growth 
opportunity by sublimating our knowledge capital into 
wealth creation. Today, Indian businesses are sup- 
porting innovation and operating efficiency in markets 
across the world. This transformational change over 
the past decade is only the precursor of further 
change to come, as change accelerates 
and creates more discontinuity i in businesses world- 
wide. In this challenge lies increasing opportunity 
for India to build on its foundations. 

After a period of restructuring and reposition- 
ing, Indian industry has emerged with renewed vigour 
as a driver of economic growth. Doubts about the 
ability of the Indian manufacturing sector to survive 
in an era of global competition have largely been 
laid to rest, with operational re-engineering and 
strong focus on quality and efficiency. Today, we are 
not only competitive in the Indian market, but also in 
markets across the world. Indian businesses are look- 
ing outward and establishing their footprint across the 
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Financial sector players must — scale 
their operations, supported by technoloc е -= 
and knowledge capital, and create (| 


sustainable propositions for rural India — — 





globe. Again, we are at the beginning of the curve; 
it is only now that Indian businesses are aspiring to 
global scale. A parallel development is the estab- 
lishment of production bases in India by major 
international corporations. A common thread run- 
ning through these opportunities is the interna- 
tionalisation of India. The combination of domestic 
demand and international expansion should put us 
on a sustained growth trajectory. 

The third horizon of growth, which is as yet 
largely untapped, is the rural economy. Traditionally, 
we have viewed rural India as a foodgrains producer 
and evaluated it in terms of agricultural production. 
The integration of rural India into the economic 
mainstream with holistic development of the agri- 
cultural and non-agricultural rural economy will cre- 
ate a new engine of growth. We must go beyond the 
current focus on the quantum of output to encompass 
productivity enhancements, the composition of agri- 
cultural production in the context of domestic and 
international demand, and the creation of balanced 
and complete storage and processing facilities. Support 
infrastructure in the form of irrigation projects, rural 
electrification, and incorporation of recent develop- 
ments in biotechnology and promotion of crop 
diversity, along with the creation of proper marketing 
infrastructure will add to the profitability of the agri- 
cultural sector. This will boost rural household 
incomes and have a multiplier effect on the demand 
for goods and services across the economy. 

The development of physical infrastructure is 
critical for sustaining economic growth. We need to 
make large investments in roads, ports, airports, and 
power generation and distribution to support business 
activity. Given the quantum of investment required 
and the associated risks, the development of infra- 
structure can only be achieved through public-private 
partnership models that provide risk mitigation for pri- 
vate entrepreneurs and financiers, while levering pri- 
vate sector efficiency and private capital. 


India's economic success—by financing in- 


dE he financial sector has played a key role in 
dustrial investment, working with industry to 
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resolve the problems arising out of globalisation and, 
in recent years, by meeting the demand for retail 
financial services that have emerged as a driver of 
growth in themselves. Today, the financial sector is 
playing a major role in modernisation and growth of 
the rural economy. However, the penetration of 
financial services in India—whether it be credit, 

insurance or asset management—is still low. Our 
banking system is small in size compared to other 
economies. Currently, vast numbers of our people do 
not have access to formal sources of credit or the pro- 
tection of life or health insurance. They continue to 
depend on informal sources for their financial needs 
and their livelihoods are exposed to a range of risks. 
Financial sector players must rapidly scale up their 
operations, supported by technology and knowledge 
capital, and create sustainable propositions for rural 
India and the low-income segments of the population, 
energising their latent potential as drivers of growth. 

We must also mitigate the risk of external shocks. 
India currently imports around 70 per cent of its 
total oil demand, and increasing oil prices coupled 
with dwindling supplies are likely to impact the 
increased economic activity. Energy can, in future, 
become a constraint to growth. Greater self-suffi- 
ciency in energy and a holistic energy security policy 
should be one of our key priorities. 

To meet our target per capita income, we need to 
sustain double-digit GDP growth over the next 15 years. 
This will require us to focus on all three horizons of 
growth and all of the enabling measures needed to 
realise their potential. This is a challenge, but it is 
achievable. In summary, what we are seeing today is a 
new era of growth in India. The latent entrepreneurial 
talent and managerial capabilities of our people have 
come to the fore and are opening up new vistas of 
potential for the future. This growth is happening 
against the backdrop of a vibrant democracy and a 
robust institutional framework. We must continue to 
back this up with a supportive policy environment to 
ensure sustained growth and prosperity. ш 


The author is MD and CEO of ICICI Bank Ltd 
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INDIA 


From having some of the highest telecom 
tariffs in the world just 15 years ago, India 
now figures among the lowest, thanks in no 
small part to competitive mobile access 


circumscribed. Which is why, though it has a high РС 
penetration and leads India in the Index of ICT 
Diffusion at 118 to 121, China could well figure 
among the ranks of the digitally excluded. 

Of course, there is no denying that the digitally 
excluded still outnumber the digital enabled by a gen- 
erous margin. By the end of 2004, approximately 700 
million people worldwide had access to computing 
and the internet. This is a minuscule proportion of the 
total global population 
of 6.5 billion. 


developing world is 

particularly afflicted 
by digital deprivation. 
For example, as of 
January 2005, India 
had a 0.4 per cent in- 
ternet and 0.2 per cent 
broadband connection 
penetration. Cons- 
idering that the country 
accounts for roughly 17 
per cent of the world's 
population, it will be 
an understatement to 
call this unsatisfactory. 
Connectivity and access 
in rural India also 
remain issues that need 
to be addressed. The 
solution, however, lies 
precisely in what is 
already happening in 
India—the fusion of 
enlightened public policy with energetic private ini- 
tiative. As C.K. Prahalad points out: *The digital di- 
vide is not about lack of opportunity, it is about lack 
of imagination." 

Two kinds of interventions are taking place to 
accelerate the digital multiplier. First, at the policy level 
and, secondly, in the realm of private initiative— 
and both display an abundance of courage and 


[== that the 


144 BUSINESS TODAY JANUARY 1$ 2006 





imagination. At the policy level, the government has 
taken many concrete steps to ensure an investment- 
friendly environment. The rr and ІТЕ5 industry has 
been provided with major breaks such as allowing 100 
per cent foreign direct investment (FDI), zero licence 
fee for entry into the sector and liberalising regulations 
on overseas investment and repatriation and labour 
laws to create flexible 24x7 working environments. 
I have already talked of the spin-offs from bene- 
ficial regulation and 
competition in telecom. 
If Communications 
Minister Dayanidhi 
Maran's One India plan 
takes off, fixed line 
rates will fall dramati- 
cally too—and the con- 
sequent impact on tar- 
iffs and ICT access can 
only be imagined. 
What is more, the 
government is taking 
many resourceful initia- 
tives to filter ICT access 
vertically. Media Lab 
Asia is one example. 
This not-for-profit com- 
pany, started with seed 
funding from the gov- 
ernment to research and 
innovate ICT relevant for 
the common man, has 
already generated a 
range of appropriate 
technology, from solu- 
tions for the handi- 
capped to low-cost education for rural schools. 
Initiatives like Mission 2007 led by M.S. Swaminathan 
to make every village a knowledge centre will also play 
a crucial role in narrowing the chasm. This is 
empowering ordinary people in extraordinary ways. 
Imagine: today, it is possible for poor fishermen in 
Tamil Nadu to download meteorological data in real 
time from the us to predict weather patterns at sea. 
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What we need today is not radical new policy 


initiatives, but muc 


more of the same 


opportunistic creativity and enlightenment 
that has already put India on the digital map 


Programmes such as these have created a natural 
momentum for private enterprise and encouraged 
corporations to introduce a range of enabling tech- 
nologies that exploit the opportunities presented by 
economic reform. Many of these are classic Prah- 
aladian *bottom of the pyramid" initiatives that lever- 
age pure business aims to achieve social objectives. The 
offer of a multi-lingual Windows ХР starter edition, 
licensed and built 
exclusively for India and 
intended for speakers 
in nine Indian lan- 
guages, is one such 
example. Another is 
Microsoft's adoption of 
100 schools in six states 
to transform education 
through ІСТ-Бавей 
learning. Microsoft is 
also partnering the gov- 
ernment to spread lo- 
cal language computing 
and e-governance. 


s India’s original 
"garage start- 
up", HCL has 


been hardwired into 
India's digital multiplier 
right from the start. It 
was HCL that spawned 
the concept of com- 
puter literacy and edu- 
cation way back in 
1981, identifying a 
yawning gap between the growth in technology and 
education at the user level. NirT was born out of the 
drive to plug this need gap and has become the 
leader in rr education by empowering millions of 
people not just in India but parts of Asia too. 

Many more technology penetration initiatives 
from HCL are empowering individuals and indus- 
tries. It is HCL that pioneered the sub-Rs 10,000 РС and 
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has taken connectivity to remotest parts of India by set- 
ting up the country's largest V-Sat network. India's 
banking network has virtually been set up by HCL. It 
has built networks for close to 5,000 branches and 
6,500 ATMs across the country. The financial markets, 
too, are powered by HCL’s IT infrastructure. Traders 
in any part of the country enjoy real time connectiv- 
ity to country's leading stock exchange. НСІ. is also de- 
veloping a comprehen- 
sive solution to help the 
market regulator mon- 
itor the market. Indian 
corporations are bridg- 
ing the digital divide in- 
ternationally too. HCL 
is engaged in mission- 
critical work on next 
generation aircraft, im- 
plantable pain-relieving 
medical devices and re- 
mote monitoring of 
complex ІТ infrastruc- 
ture. Such high-end 
work is being carried 
out of design and de- 
velopment centres 
based in India. 
Overall, it is fair to 
say that India has made 
far more progress in 
the spread and diffu- 
sion of ICT than tradi- 
tional notions of the 
digital divide suggest. 
What we need today is 
not radical new policy initiatives but much more of 
the same opportunistic creativity and enlightened 
policy that has already put India on the digital map. 
Ten years from now, І can confidently predict that 
this momentum will place India high among the 
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world's digitally empowered nations. 8 





The author is Founder of HCL Group 
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TOWARDS A WIRED WORLD 


Суһегіз5 Still A Long Мау Away.. | ..Though We're Among The Cheap 


India has a lot of catching up to do. Cost of broadband connection. 
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Five Obvious Advantages 
Bridging the digital divide will result in: 
4 More responsive, effective and transparent governance 
2 Better and equitable education 
3 Better healthcare and well-being 
Significant positive impact оп the GDP (the input-output 
4 multiplier has been computed to be 2.466! This means for 
every unit of input, there are 2.466 units of output) 


B Dispersion of employment opportunities away from the big cities 





Some Numbers Of Note 
10 lakh schools across India have mandatory computer courses 


3 lakh graduates join the IT workforce every year 
1.2 lakh IT professionals join the workforce every year 


Rs 4,50,000 crore is the cost at current prices of providing 
access device, connectivity, hardware and software to every Indian. 


Rs 4,95,000 crore will be the size of the global offshoring 
market by 2010 


50% of that is expected to come to India 
88 lakh jobs will be generated in this sector by 2010 


5 lakh is the estimated shortfall of skilled IT workers by 2010 
Figures in million Source: Nasscom and BT Research 
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Examinations have replaced all else to 
become the divine aim of education. 
Perhaps doing well in exams is a ticket to 
a good future, perhaps it is not 


quality access to a school with sufficient classrooms, 
toilets, drinking water, playground, teachers, learning 
material, quality mid-day meals, timely text books, etc. 
Additionally, the concept of maintaining school 
infrastructure or recreating those that are dilapidated 
does not exist. 

А recent newspaper report suggests these will 
cost us 8-10 per cent of our Срр—сіоѕе to three 
times current levels. The experience of other nations 
suggests there is no alternative to this kind of 
investment in education. This is clearly within our 
control, and we have to fix this problem on priority 
without excuse—we should target for achieving this 
by 2007. I would strongly 
advocate using the education 
cess exclusively for such capital 
expenditure. 

Business Today has thou- 
sands of readers. Let me hazard 
a guess—not one of us has a 
child studying in a government 
school. This is the first symp- 
tom of inequity—that today, 
there is a different school for 
each section of society. 


he rich send their 
children to air-condi- 
tioned international 


schools; the urban middle class 
send their children to popu- 
lar private schools; government servants send their 
children to Kendriya Vidyalayas; and if you are a par- 
ent above poverty line, you might attempt to send 
your child to an English-medium school. These only 
account for a fraction of society, for 9 out of 10 
children in India are enrolled in government schools. 
If you are in a tribal area, the closest school might be 
a non-formal education centre with an unqualified 
teacher. If you аге a migrant daily-wage worker, 
your child probably does not go to any school. 

This is just the tip of the iceberg. To go deeper, we 
have to witness the second symptom of inequity—the 
classroom. The first indicator is the unequal and 
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often autocratic teacher-child relationship. Then, 
there are the hierarchies among the children—defined 
by academic performance in urban private schools, and 
by gender and caste in rural government schools. 

There is one other indicator, one that is not 
immediately apparent. Equity does not mean every- 
one is the same, but that each is equal though each is 
different. Respecting that each child is different, 
and customising the teaching-learning process to 
each child's requirement, is also a subtle form of 
equity. To me, this is the most powerful manifestation 
of true equity. Almost every classroom in our coun- 
try (even those in elite, expensive and popular 
schools) fails this test. 

To me, the idea of creating 
neighbourhood schools for all 
children, irrespective of socio- 
economic background is 
deeply appealing. Many would 
argue that societal inequity is 
at an extreme, and that this 
is no longer feasible. To me, 
the same reason offers strong 
argument for such schools. To 
begin with, it will force the 
government system to drasti- 
cally improve quality levels. 
Eventually, I feel it will unleash 
a wave of change towards 
better schools and a more 
equitable society. 

To me, curriculum is a term that encompasses 
three questions—why we teach, what we teach, 
and how we teach. Here are some ideas, many of 
which are mirrored in the National Curriculum 
Framework of 2005. 

Our schools have become so caught up in the 
act of teaching that they have lost track of why they 
exist in the first place. Today, it seems we teach so that 
students can do well in exams. Examinations have 
replaced all else to become the divine aim of educa- 
tion. Perhaps doing well in exams is a ticket to a 
good future, perhaps it is not. Yet, this link is so 
strong in our minds, that we willingly sacrifice our 
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Small premium. Big business sense. 
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in the correct channels for maximum returns, minus the 
tedious paperwork. Makes good business sense, doesn't it? 


Salient features : Low Cost: Administration of the scheme is on group basis, 
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available. Eligibility: Insurance cover with simple insurability conditions, to all 
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children's curiosity and talents for ^good results". 

What will it take for our schools to re-vision their 
raison d'etre? Schools have to become places that 
help children grow as creative, critical and caring cit- 
izens. Schools have to become places where our society 
lives its ideals. 

Closely related to this is the question of what we 
teach. The operating paradigm is that there is a body 
of knowledge that already exists in mutually exclusive 
disciplines such as science, social science, math, 
language, etc. Typically, this is a random collection of 
information (the Battle of Panipat was fought in...), 
definitions (a trapezoid is. ..), laws (Newton’s First Law 
of Motion is...), and algorithms ([a--b]'— a*+b*+2ab). 
This forgets that the world around us is inherently 
whole. The tsunami is a study of geography, science, 
politics, management, finances and human relation- 
ships. Through the manicured disintegration of the 
world into subjects, topics, and chapters, we lose 
the essence of the synthesis and the inherent syn- 
ergy of the whole. 

We teach children that this body of knowledge is 
a static entity; that it has already been created and 
packaged—and the child's job is to possess this end 
product. It also devalues the importance of local 
knowledge that exists in the child's immediate envi- 
ronment. А simpler malaise is the notion that art, craft 
and sport are extra-curricular activities—as if they only 
lie on the fence of existence. 


for examinations that test the student's ability to 
recall information/algorithms. Hence, teaching 
invariably becomes a didactic and mechanical one- 
way process—and children respond to this with rote 
learning. True learning happens when children con- 
struct their own meaning. One does not learn the 
laws of motion by remembering definitions. Rather, you 
learn when you observe motion, hypothesise, test, 
make inferences, validate, and so on. This process of 
learning by self-discovery, guided by the teacher, is what 
leads to true understanding. In turn, this will help 
the child become an independent thinker and learner. 
Today's top-down control structure of education 


F inally, the question of how we teach. We teach 
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management needs to be replaced with a structure 
with the child at the centre. For the teacher, the child's 
context, status, preferences and interests becomes the 
primary input to develop curriculum. The school and 
community, in turn, support the teacher with physical 
and developmental resources that the teacher requires. 
The local government official now supports and men- 
tors the schools; he stops being a controller. In this flat 
concentric structure, management, autonomy and ac- 
countability shifts to the school. 

Creating conditions for such autonomy and 
accountability is not an easy process, especially in the 
current hierarchical, top-down, ruthless bureau- 
cratic system. This issue needs to be addressed at 
multiple levels: 

Shifts in the mindset: From activity and programme ori- 
entation to outcome orientation, from inward focus to 
stakeholder focus, from top-down control to systemic 
mentoring and support. 

Openness and transparency: Make outcomes of the 
schools, including teacher performance, transparent 
to the community. Create a culture of openness thr- 
oughout the system. 

Unity of action: Align the many components of the 
education delivery organisation—such as the admin- 
istration, academic structure, school committee and 
panchayat—to achieve a well-integrated action towards 
excellence in delivery. 

Continuous capacity building: Target continuous 
development of the people responsible for deliver- - 
ing education—the education functionaries, teachers, 
school leaders, community members. 

India has a rich tradition of leaders who dreamt big 
and dreamt ahead of their times. Over the past decades, 
however, I feel we have become a reactionary society. 
This will not do. If we would like to achieve universal 
quality education, as a nation, we have to dream big 
again. We will need to act with vision. And we have to 
act with the same kind of courage and commitment we 
demonstrated during our years of struggle for freedom. 
And yes, we must never compromise on our 
Constitutional values. 8 


The author is the Chairman of Wipro Ltd 
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Everest Hi-Tech conforms to BIS 14871:2000 & ISO 9933: 


1995(E) Specifications 





The industrial fraternity the world over is switching to Everest 
Hi-Tech fibre cement modern roofing system. What about you? 


Everest Industries Limited, India's pioneer in fibre cement products, 
is backed by over 70 years of expertise in roofing and allied products. 
Everest is continuously innovating and introducing new products at 
its modern-day, ISO : 14000 facilities to meet the requirements of the 
contemporary customer. 


Remarkable features: 


Everest Hi-Tech, one of its outstanding innovations is made in 
collaboration with one of the world's largest building products : 
: ) ; Corrosion Resistant 
manutacturer. This roofing system is reinforced with high impact 
polypropylene fibres using the unique HIPP (High Impact Poly 
Propylene) technology. Everest Hi-Tech has the benefits of both High Impact Resistant 


traditional AC and metallic roofing and hence can withstand adverse 
weather conditions and aggressive industrial environments. 


High Work of Fracture (IMOR) 





Everest Hi-Tech is Euro compliant and makes an ideal roofing and 
cladding material for factories and warehouses in a variety of 
industries viz. Food, Pharmaceuticals, Textiles, Engineering, 
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where the factory / warehouse need to conform to globally accepted 
and export compliant construction norms. Available in a range of colours 
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The Tools of Literacy 
The following schemes directly address the problem of illiteracy 


National Literacy Mission 

FUNDS ALLOCATED: Rs 443 crore in 2005-06 

GOALS: To attain full literacy by imparting functional literacy to 
non-literates in the 15-35 age group 

STATUS: More than 106.7 million people have already been made 
literate under this programme. 


FUNDS ALLOCATED: Rs 4,386.47 crore in 2005-06 

GOALS: To provide free education to every Indian child between 6 and 
14 years 

STATUS: The number of out-of-school children has come down from 
2.3 crore in 2003-04 to 81 lakh by September 30, 2004. 


National Programme of Nutritional Support to Primary 
Education 


FUNDS ALLOCATED: Rs 1,675 crore in 2005-06 

GOALS: To inspire retention at the primary school level 
STATUS: 10.88 crore children covered during 2004-05. 

In all, 20 states and seven Union Territories have fully 
implemented it while eight states have partially impemented it. 


District Primary Education Programme 

FUNDS ALLOCATED: Rs 492 crore in 2005-06 

GOALS: To reduce dropout rate to less than 10 per cent between 
class | and V and to reduce disparities among gender and social 
groups to less than 5 per cent 

STATUS: About 177,000 new teachers, including para-teachers 
appointed and so far opened 160,000 new schools. 
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The Problems 


@ Child labour 


@ Poor parents opting for more 
children than they can 
and school 


e Conventional bias against 
girls’ acquiring education 


e Absence of basic teaching 
infrastructure and teachers 


e Funding for elementary 
education is inadequate, 
and a good part of that 
remains underutilised 





How India Stacks Up 
This is what the peer group looks like 


Figures are literacy rates in per 
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Only Gati provides scanned Proof of Delivery (ePOD) 
made available in electronic form, reinforcing trust and safety. 
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(ONE OF [HE Au КЮ 
BEST CONVENTION CENTRES 
[S OPENING SHORTLY. 


Guess where? 


O Chicago? (Paris? O Dubai? О Hyderabad? 





If you said Hyderabad, congratulations. 


mindset :eyw/893/2005 


Our new convention centre is a world-class, state-of- 
the-art venue - the first of its kind in South Asia. And 
it will take its place among the world’s great 
convention centres, starting January 2006. 


Created to handle an event for 5,000 people ... or 
just 50 State-of-the-art infrastructure, design, 
technology, telecommunications, audio-visual and 
other facilities An ideal venue for conventions, 





conferences, seminars, events, meetings or ban- 
quets of any size Managed by Accor, the world's 
largest operator of hospitality businesses А 15- 
acre landscaped campus, created for environment- 
ally sustainable practices 286-room Novotel 
Hyderabad five-star international business hotel 

Adjacent to one of India's largest exhibition 
facilities, with 10,000 sq metres of exhibition space. 
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HYDERABAD INTERNATIONAL 
CONVENTION CENTRE 


The world is coming. Are you? 


Adjacent to Hitec City, Hyderabad - 500 032. 


Developed and owned by Cyberabad Convention Centre | 
Private Limited, a Joint Venture between Emaar Properties, қ S 
PJSC Dubai and Andhra Pradesh Industrial Infrastructure рез- 3 
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WHAT WILL IT TAKE 
To Become A Nation 





Of Innovators? 


VIJAY GOVINDARAJAN 


NDIA HAS MADE MOMENTOUS PROGRESS OVER THE 
last 10 years, but it has done so primarily by 
reverse engineering products introduced in the 
West, imitating solutions invented elsewhere, 
and being a low-cost outsourcing hub. If the 
country is going to continue to grow, it will 
have to learn a new set of tricks. It will have to become 
more innovative. Fortunately, India is a young coun- 
try. Half its population is under the age of 25. These 
young people are creative, bright and optimistic 
about the future. Sadly, their opportunity to con- 
tribute to the Indian economy is barred by a number 
of obstacles at both the corporate and policy levels. 
Only through a judicious choice of interventions at 
both levels can India realise its ambition of becoming 
an economic superpower. 
My co-author, Chris Trimble, and I studied dozens 


School Press, 2005). Our research indicates the 
biggest barrier to encouraging innovation in large 
corporations is their management orthodoxies that 
support existing businesses; they get in the way of 
encouraging breakthrough new businesses. 

There are, of course, exceptional Indian success 


help farmers realise better prices; 
m Aravind Eye Hospitals provide world-class eye 
care at a very low cost to millions by fundamentally 
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ger, employees become more spec 


reengineering the healthcare value chain; 

m Tata Motors has led the way in designing, engi- 
neering and manufacturing a high-quality automobile, 
Indica, cost competitively using 100 per cent indige- 
nous resources; 

m ICICI has radically changed the rules of the game in 


from scratch. The trick for large companies is to 
lend their assets to breakthrough new businesses 
without stymieing the newcomers with irrelevant 
thinking. ITC's e-choupal and Tata's Indica are good 
examples of how to do that. 

Building a new business unit must be approa- 
ched carefully if a breakthrough idea is to have a 
chance. The new business must be designed to 
overcome three fundamental challenges, specifically, 
forgetting, borrowing and learning. That is, it 
must forget the parent company's success formula, 
borrow the parent's resources, and learn how to 
succeed in a new environment. 

Most large companies underestimate just how 
difficult it is for an organisation to shake itself loose 
from its past. Organisations, understandably, become 
very complex machines—machines hardwired to 
excel in the current game. As a company кок 
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An organisation's DNA contains many 


INDIA 





reinforcers of behaviour. NewCo’s DNA must 
differ from CoreCo's and that means a _ 
different approach to hiring, planning, etc. 


number of people who understand how the machine 
works as a whole dwindles. Then along comes an idea 
for an innovative new business. Step one in building 
it is to destroy the hardwiring. In creating the new 
business unit, which we'll call NewCo, you must 
question every assumption about the way the core 
business, aka CoreCo, works. That's a tall task that we 
call “forgetting”. 

NewCo (e.g., ITC's e-choupal) has a business 
model that differs fundamentally from CoreCo (e.g., 
ITC's tobacco business). The challenge of "forget- 
ting" is to ensure CoreCo's 
success formula is not imported 
to NewCo. This is much easier 
said than done. In our research, 
we observed many cases in 
which NewCo's managers 
could clearly articulate the dif- 
ferences between NewCo's and 
CoreCo's business models, but 
still exhibited behaviours more 
befitting CoreCo. 


n organisation's DNA 
contains many reinfo- 
rcers of behaviour. 
NewCo's DNA must differ 
from CoreCo's, and that 
means a different approach 
to hiring, promotion, leader- 
ship style, planning, assigning 
status and authority, defining 
relationships between groups, evaluating business per- 
formance, and more. For NewCo to succeed, it 
should be mostly staffed with outside hires at both 
the operational and management levels. It is unre- 
alistic to expect CoreCo's long-term employees will 
easily abandon its business definition unless they are 
regularly challenged by an outside perspective. Only 
outside hires can give this external perspective. 
Therefore, large Indian corporations must rethink 
their “promotion from within" policy when it comes 
to staffing NewCo. 
Even while it is trying to distinguish itself from 
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CoreCo, NewCo must borrow from it. CoreCo's 
wealth of resources and assets endows NewCo with 
its biggest advantage over competition. Thus, the 
challenge of *borrowing" is to provide NewCo with 
access to these resources in a way that does not 
damage CoreCo's own commitment to excellence. 
This involves creating a small number of carefully 
selected links between new and parent companies and 
assigning the СЕО responsibility for managing these 
links. The CEO must ensure NewCo can access 
CoreCo's resources without readopting the latter's 
DNA, thus, securing both 
CoreCo's competitive position 
and NewCo's future. 

NewCo’s business is highly 
uncertain. [t must systemati- 
cally resolve the specific 
unknowns as quickly as pos- 
sible and zero in on the best 
possible approach. “Learning” 
is not easy. Many innovators 
figure if they are brave eno- 
ugh to face their failures with- 
out flinching and evaluate 
them rationally and dispas- 
sionately, they will learn. But 
learning is much more likely 
when innovators implement 
a disciplined process for arti- 
culating and testing hypothe- 
ses about how their new busi- 
ness will succeed. 

Indian corporations must rethink their perform- 
ance evaluation systems. They should evaluate lead- 
ers of NewCo based on their ability to learn and 
make good decisions, rather than on results. Though 
accountability to plans is an effective practice in 
mature businesses, it can be crippling in new high- 
potential businesses. 

Tackling these three challenges—forgetting, bor- 
rowing and learning—creates stress. Learning leads to 
stress because it requires a distinct approach to plan- 
ning, with an analytical discipline that is much different 
from the operational discipline of execution and 
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India needs is not just 
but those who 'dream', who ima 


INDIA 


people who 'do' 
Jine new 





industries and open up new possibilities, like 


Sarabhai, Tata, Narayana М 


performance. Likewise, forgetting and borrowing 
are always in tension. At these points of interaction, 
stress naturally arises because of the differences in busi- 
ness models, values, styles and priorities. Managing 
these tensions productively is job #1 for Indian CEOs. 


orporate change, while essential, is not eno- 

ugh to cultivate a nation of innovators. India 

must commit to substantive changes on a 

larger scale, particularly in the areas of education, 

capital markets, bureaucracy 
and infrastructure. 

First, India's education sys- 
tem focuses too much on "left- 
brain" thinking: too much 
emphasis on imparting knowl- 
edge by rote. Rote memorisa- 
tion develops brilliant engi- 
neers who are world-class in 
reverse engineering. However, 
what the country needs is not 
just people who “do”, but 
those who “dream”, who imag- 
ine new industries and open 
up new possibilities—people 
like Vikram Sarabhai, J.R.D. 
Tata, N.R. Narayana Murthy 
and Verghese Kurien. Without 
losing the emphasis on factual 
knowledge, we should pro- 
mote “right-brain” thinking in our educational insti- 
tutions through case studies and Socratic method, 
where students are encouraged to critically question 
the status quo, promote out-of-the-box thinking, 
engage in creative problem solving, and challenge 
the orthodox and conventional ways of doing things. 
Ultimately, Indians who are educated in both facts and 
critical thinking will be more willing to take risks and 
embrace new ideas and experimentation. 

Secondly, we need to create a vibrant and well- 
functioning venture capital market, along the lines of 
Silicon Valley, which provides risk capital to 
entrepreneurs with breakthrough ideas. An efficient 
market for capital encourages more creative ideas 
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urthy and Kurien 


to surface. Additionally, Indian bankruptcy laws need 
to be reinvented along the lines of the West. For 
instance, businesses that fail should have the oppor- 
tunity to restructure and shed debts. After all, entre- 
preneurship implies pushing the envelope, taking 
risks and perhaps failing. Reforming bankruptcy laws 
might be one way to remove the stigma of failure. 
Unless people know they may have a second chance, 
they are unlikely to think big. 

Third, we need to remove barriers that impede 
innovation, most especially 
red tape and bureaucracy. 
Even if someone has a break- 
through idea, it takes tremen- 
dous perseverance to work 
through India's government 
machinery. There is an urgent 
need to streamline the gov- 
ernmental processes. This will 
require the Indian government 
to accelerate the ideological 
revolution started in the 1990s 
and remove anticompetitive 
government regulations that 
protect large and inefficient 
state institutions. 

Finally, we need a major 
push to dramatically upgrade 
transportation—roads, air- 
ports, ports, etc.—and com- 
munications infrastructure—bring fibre optics to 
every part of India. India's manufacturing sector 
has the potential to become world class through 
radical process innovations, but there is little incen- 
tive to do so if the bottlenecks with the logistics 
and transportation continue. 

India is a country full of talented people with 
tremendous potential. That is truly India’s core com- 
petency. With the right policies in place at the cor- 
porate and national level, we can turn them loose— 
and we can all benefit. ш 
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Vijay Govindarajan is a Professor at Dartmouth College's 
Tuck School of Business 
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These Innovations Have Made All Of Us Proud 


Sulabh 
Set up in 1970, Sulabh revolutionised sanitation practices in 
India. Developed a scavenging-free two-pit pour-flush toilet (Sulabh 
Shauchalaya), it uses innovative on-site human waste disposal 
technology. Its pay-and-use public toilets (popularly known as 
Sulabh Complexes) with bath, laundry and urinal facilities are 
used by about 10 million people every day. It also produces biogas 
and biofertiliser in excreta-based plants. The === 7% 
organisation reportedly clocks a turnover of about (umm M 
Rs 100 crore a year. 


Mumbai's Dabbawalas 

Mumbai's dabbawala service (a unique way of 
delivering lunch boxes) is 114 years old and serves 
175,000 customers with an efficiency and precision 
that won "6 sigma" rating (accuracy being 99.99 
per cent). A 5,000-strong dabbawala force (including 
a few women, too) uses handcarts, fast and slow 
local trains, and strong wooden racks to reach the 
dabbas, or lunch boxes, to their customers. 


Operation Flood 
It's the biggest success story in the country's cooperative move- 
ment and one of the biggest in the world. Launched in 1970, 
Operation Flood was a brainchild of Verghese Kurien. The foundation 
of Operation Flood are the village milk producers' cooperatives, 
which procure milk and provide inputs and services, and make 
modern management and technology available to members. It 
transformed India from a milk-deficit country to the largest milk 
producer in the world. 


The TeNeT Group at IIT Madras 
A brainchild of Ashok Jhunjhunwala, a Professor at IIT Madras, 
TeNet group's biggest contribution is the corDECT technology. 
corDECT is a WLL standard aimed at providing converged serv- 
ices—voice and data—at an affordable price to the masses, 
irrespective of the location. It simplifies last-mile connectivity and 
enables wireless remote access. It has also spun off—with faculty, 
student and alumni involvement—a series of firms that are engaged 
in a range of activities from IT product development to provision 
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of technology-based services. Encouraging venture capitalists; — 
_ Revamping the bank credit system; 
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25 CHALLENGES FOR INDIA 


T WILL IT TAKE 
For A Resident Indian ТО 


Win A Nobel Prize? 
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25 CHALLENGES FOR INDIA 


If tomorrow, any Indian thinks of an idea that 
is out of the box to get a material, which 
shows superconductivity at 20°С, he 

cannot be denied the Nobel Prize 


Bose (particle statistics), C. V. Raman (Raman Effect) 
and G.N. Ramachandran (molecular biophysics). 
After 1950, he lists the other five achievements as 
nuclear power, Green Revolution, space programme, 
superconductivity and CSIR s transformation. All these 
five are government-funded big team initiatives. The 
moot question is: what has happened to individual 
excellence after 1950? 

However, if one looks at what happened before 
1950, C.V. Raman did get the Nobel Prize but the 
others did not. S.N. Bose's work leading to Bose- 
Einstein condensate is winning Nobel prizes today. 
Many Indians feel that G.N. 
Ramachandran's work on 
triple helix should have won 
him the Nobel Prize, but it 
did not. 


et us look at the history 
[= Nobel prizes. There 

are three Nobel prizes 
for Sciences, one each in 
chemistry, physics and medi- 
cine. In chemistry, of the total 
152. prizes, 54 have gone to 
the us alone, followed by 27 to 
Germany and 25 to the UK. 
Similarly, in physics, of the to- 
tal 182 prizes, 79 have gone to 
the us alone, followed by 23 to 
Germany and 21 to the UK. 
Similar is the story with Nobel 
prizes in medicine. Of the total 
of 186, 89 have gone to the us, 
followed by 24 to the UK and 15 to Germany. 

Why is the us the leader? Why is it that the other 
economic superpower, Japan, has not been as suc- 
cessful? Many people believe that this has to do with 
the culture of questioning that exists in the Us, as 
against the culture of compliance that exists in Japan. 

A potential Nobel laureate needs to be, first and 
foremost, a true innovator. What is the definition of 
a true innovator? Innovator is one who does not 
know that it cannot be done. Bednorz and Muller won 
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the Nobel Prize because they tested materials, which, 
through accepted wisdom, were not supposed to 
show superconductivity! 

An innovator is also one who sees what everyone 
sees but thinks of what no one else thinks. Look at this 
year's Nobel Prize winners for medicine, Robin 
Warren and Barry Marshall. Everyone had thought 
that the cause of gastritis inflammation and stomach 
ulceration is excessive acid secretion due to irregu- 
larities in diet and lifestyle. Warren & Marshall 
postulated that the causative agent was, in fact, a 
bacterium called Heliobacter pylori. They were 
ridiculed but they stuck to 
their guns. They could see and 
think beyond what others saw 
and thought. 

Indians can always argue 
that we do not win Nobel 
prizes because our investment 
levels are low. The us spends 
$250 billion (Rs 11,25,000 
crore) on R&D as against 
India's $5 billion (Rs 22,500 
crore). Size of the funding is, 
of course, important. You 
build large critical mass in a 
given field, setting up a com- 
petition. You empower the 
scientists hugely with modern 
tools so that they can run 
faster and arrive at the results 
first. But to me, it is not the 
size of funding but the size of 
ideas that ultimately matters. If 
tomorrow, any Indian thinks of an out-of-the-box idea 
to get a material which shows superconductivity at 
20°С, he cannot be denied the Nobel Prize, even if he 
is an Indian, so profound will be the impact of his 
discovery on our lives! 

The question is how do we make people think out 
of the box? I tried to promote this when I was the 
Director of National Chemical Laboratory. We cre- 
ated a “kite flying fund", where an out of the box idea 
with a chance of success of one in one thousand will 
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25 CHALLENGES FOR INDIA 


True pathbreakers in science will refuse to 
preserve the status quo because they 
enjoy the fun of creation of new ideas 

and destruction of old dogmas 


be supported. When I moved to CSIR, I created a 
“New Idea Fund" with a similar objective. 
Eventually, I found that it was not lack of 
funds, but it was lack of ideas that was the 
bottleneck! 

One corollary of the statistics that 1 
have cited is that the traditional and 
conservative societies, which include China 
and Japan along with India, appear to be at a 
disadvantage for a fundamental reason—namely 
the culture. But can this culture be changed? 
I believe it can. But we do require a change 
at all levels right from school science 
education to the way we fund and the way 
we do research. 

We have to remould the school science 
education to the mode of *learning by 
discovery" and “learning by doing" in contrast 
to the prevailing “learning by rote" method. 
Rather than memorising the products of 
science, the child needs to learn the beau- 
tiful process of science. Questioning and 
dissent in the classroom and at home must 
be respected and not punished. 


We must take risks. We must be more 
tolerant of failures. A certain amount of 
irreverence is essential for creative pursuit in 
science. True pathbreakers in science will 
refuse to preserve the status quo because 
they enjoy the fun of creation of new ideas 
and destruction of old dogmas. We need to 
identify and support such scientists to the hilt. 
Eliticism in science needs to be promoted. A 
potential Einstein or a Ramanujam will have to be 
identified and nurtured from early on, just as the 
genius of Sachin Tendulkar was recognised at the 
age of 14! There is nothing like intellectual democracy. 
Our current research funding pattern, which is too 
conservative and democratic, needs to change. Out of 
the box thinking needs to be done not only by 
scientists but also by those who manage science! 
Can we speculate about the potential Nobel 


ГЕ“ scientists and institutions are risk averse. 
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laureates from among the current resident Indians? 
[n a recent survey, the two names that came up 
prominently were C.N.R. Rao and Ashoke 
Sen. It augurs rather well that C.N.R. Rao 
won the Dan David Prize recently, which is 
supposed to be among prizes that get 
counted as being next to the Nobel Prize. 
But is there a way to predict as to whether 
resident Indians will be in a zone of contention? 
The Institute for Scientific Information (ISI) 
has been publishing citation analysis of each 
Nobel Prize winner's work. All Nobel 
laureates tend to have exceptionally high 
level of productivity (articles per author), 
author impact (citations per author), and 
article impact (citations per paper). The 
citation data has frequently been used to fore- 
cast the future Nobel awardees. The results 
indicate that high rankings by citation 
frequency are strongly correlated with *Nobel 
Class" authors. In the highest percentile, 
e.g., the top 0.1 per cent of authors, a 
significant percentage have won the Nobel 
Prize or go on to win the prize in later years. 
Unfortunately, the Indian presence in this 
highest percentile is rather rare. Our presence 
here as well as our strong presence 
internationally through partnerships is going 
to be critical. 
What does it take to win a Nobel Prize? 
One of the Nobel laureates himself said 
that first and foremost, you have to be very 
clever. Secondly, you have to work very, 
very hard. But thirdly, and most importantly, you 
have to be very, very, very lucky! He is absolutely 
right. But luck favours only the brave. In order for a 
resident Indian to win the Nobel Prize, Indian science 
must become brave. I hope the emerging brave new 
young India will also create some unusually brave 
scientists, who will go on to win Nobel prizes. 8 








The author is President, Indian National Science 
Academy and Director General, Council of 
Scientific and Industrial Research 
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THESE INDIANS HAVE BEEN THERE, DONE THAT... 


The list of Nobel laureates is embarrassingly short 


Writer. Physicist. 

Won the Nobel Prize for Literature in Won the Nobel Prize for Physics in 1983 for 
1913 for Gitanjali, an anthology of poems. work on theoretical studies of the physical | 
processes of importance to the structure 


Physicist. Won the Nobel Prize for Physics and evolution of stars. 





in 1930 for work on radiation. Economist. Won the Nobel 
Biologist. Won the Prize for Economics in 1998 for work on 

Nobel Prize for Medicine in 1968 for developmental economics. 

interpreting the genetic code and analysing Writer. Won the Nobel Prize for 

its function in protein synthesis. Literature in 2001 for his entire body of 


Christian missionary. Won work which “unites perceptive narrative and 
the Nobel Peace Prize in 1979 for work incorruptible scrutiny in works that compel us 
among Kolkata's poor. to see the presence of suppressed histories" 

says a statement from the Nobel committee. 





Note: Hargovind Khurana, Subramanyan Chandrasekhar and V.S. Naipaul are of Indian origin but are not Indian citizens. 


These Indians Missed Out But these may still make it 
г ` 


The following names crop up every year when 
Nobel prizes are discussed 


C.N.R. Rao: Structural Scientist. Lauded for achieve- 
ments in solid state chemistry and material sciences. 


Ashoke Sen: Physicist. One of the high priests in the 
quest for sciences' Holy Grail—The String Theory. 


Salman Rushdie: Writer. Burst on the literary scene in 





Father of the Nation apostle of peace 1980 with Midnight's Children. Has penned several 
masterpieces since. 


and, in Albert Einstien's words, "the only true Christian 
since Christ". 

Physicist. Guglielmo Marconi 
beat him to the invention of the radio 
by a matter of a few days only. 





Physicist. Immortalised in science 
for the Bose-Einstein Theory of matter and the Bose- 
Einstein condensate. 


Physicist. His contribution to quantum Vikram Seth: Writer. Another Indo-Anglian literary giant 





| - _` 


theory of optical coherence was ignored. who might still make it. 
Physicist. His work on triple helix ^ Jagdish Bhagwati: Economist. His work on trade and 
was considered Nobel-worthy. globalisation is considered path breaking. 


In each case, nominations are invited from scientists, heads of academies, researchers 
from various countries and in the case of the peace prize, nominations are invited and 
awarded by a committee of five, appointed by the Storting (the Norwegian Parliament). 
The Nobel Diploma Easily over a 100 nominations are made in each category (more than the number of 
nominators since there are many duplications). The prizes for physics and chemistry are 

The Nobel Medal awarded by the Swedish Academy of Sciences; for physiology or medical works by the 
The Prize Amount Karolinska Institute in Stockholm; for literature by the Academy in Stockholm; and for 

champions of peace by a committee of five persons elected by the Norwegian Storting. 

(over $1 million) No consideration is given to the nationality of the candidates. 
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WHAT WILL IT TAKE 





For India To Win 


An Olympic Gold? 


COL. RAJYAVARDHAN 'CHILLY' RATHORE 


T IS A TOUGH QUESTION, A QUESTION THAT HAS NOT 
found a successful answer since we won the 
hockey gold in the Moscow Olympics (1980). 
Some even question the purity of that gold as it 
was a depleted field then in the wake of a boy- 
cott by America and some of its allies. 

I am glad to have taken a step forward in winning 
the first individual silver medal for independent India 
in the Athens Olympics. It is only logical that peop 
believe that I am better placed to find a solution 
and help my brethren pin that elusive Olympic gold. 

However, the truth is that each one of us has 
the answer within us. What we lack is the collective 
will. Sport is not a priority for us. Forget sports, 
health is not a priority for us. Sporting excellence in 
the i ional arena, especially in the biggest sport- 
ing theatre of them all, the Olympics, is a reflection of 
a country's health. We compromise at every stage and 
excellence invariably eludes us on the biggest stage. 

Every citizen who demands an Olympic gold 
should ask himself or herself whether he has played 
the role of a good spectator in the first place. When 
was the last time you actually went to watch sports? 
Life is far too hectic for us to spare some time for 
sports. By that, we miss the very essence of life. We 
don't realise that sports is not merely recreation, but 
a celebration of life. 

How do we create heroes and icons unless we have 
the spectators? What is the motivation for sportsper- 
sons to excel, if the fields of intense competition 
look like training grounds without the vibrant atm- 
osphere created by the presence of spectators? Money 
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is not the best of motivators, though it guarantees a 
good life. For a sportsperson to sweat blood in train- 
ing and give his best on the field, the appreciation of 
a nation is a suitable reward. Unless the public and the 
media recognise our talented sportspersons and goad 
them to excellence, it will be difficult for us to make 
the breakthrough. 

I am a cricket fan myself, but I can clearly see that 
we as a nation are obsessed with this game. If we show 
the same passion towards the Olympic disciplines 
as we show towards watching cricket and the movies, 
there is absolutely no reason why we cannot win, not 
just one, but many Olympic gold medals. 

We have the strength of the numbers. China has 
shown the world that having an overwhelming pop- 
ulation is no impediment to growth and excellence, if 
you have the discipline and direction. So, we do 
have the talent, as quality comes out of quantity. 
Unfortunately, only a miniscule percentage of the 
population plays sports, and a much smaller per- 
centage takes the next step towards achieving some- 
thing on the international stage. 

The government needs to support the cause. Our 
budget is not enough. And even the limited resources 
available are not well utilised. We should make it a 
point to back our best sportspersons to the hilt. If you 


spread resources evenly, you will only have average ath- 


letes. The higher you go, the tougher it gets. Identify 
wholeheartedly. Half-hearted 


measures and half-baked attempts will not take us 
e, surely not near an Olympic gold. 
Unfortunately, there are too many internal 
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If we show the same passion towards the 
Olympic disciplines as we show towards 
cricket, there is absolutely no reason why we 
cannot win gold medals at these games 


challenges in front of our sportspersons and by the 
time they tackle everything and get ready to face 
the world, they are physically and mentally drained. 
We need to help our sportspersons focus on their 
game. We need to give them the best training and an 
assurance that their careers would be taken care of 
irrespective of what they eventually achieve. This 
alone would inspire many to ‘risk’ their career in 
pursuit of sporting excellence. 

The corporate world is also waking up to the 
challenge, but somehow the intensity is lacking. 
There can be a healthy race between the corporates as 
to who would first get the Olympic gold for India, 
after each one adopts a sportsperson or a game. The 
key is not to treat the game as an adopted baby but 
nurture it with pride and joy. 

The media has a huge role to play. It can easily 
build icons and make games popular. In doing so, it can 
attract the necessary support for these games, as the 
people who invest money would get adequate mileage. 

Even as the media itself is obsessed with one 
game, as journalism itself, | am sorry to say, looks to 
have become more a vehicle for good business than 
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anything else, the sports federations are not helping 
matters by making it difficult for the media to provide 
a meaningful coverage of anything other than cricket. 
There has to be a free flow of information and each 
federation needs to have a strong media division to 
ensure the game gets the best possible projection. 

The federations and associations should not fear 
stars growing too big and take the game beyond their 
control. It is a shame that some federations treat their 
stars like villains. How do you inspire the young gen- 
eration with such a treatment of the very best? 

Quite luckily, a few television channels are show- 
ing interest in ‘marketing’ other games. The federa- 
tions and the sportspersons themselves need to 
cooperate in these ventures, and not discourage, or 
worse, drive away such enthusiasts. 

It is observed that when television reaches the 
semi-urban areas, it will have a dramatic impact on 
Indian sports. But the point is, even in the cities how 
much sports is watched at present ? Just as we are ent- 
husiastic about watching world class action (in a var- 
iety of sports) from around the globe in the comfort 
of our drawing room, we have to pay a lot of attention 
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25 CHALLENGES FOR 


INDIA 


Achievements and achievers, across the 
board, deserve a fair share of mindspace. 
The media can make any game lively, never 
mind whether it is a spectator sport or not ` 


towards our own sports. Of course, local sports tele- 
casts need to be packaged better, both in terms of the 
quality of content and presentation. 

The Indian media has to make a conscious at- 
tempt to project Indian sports in a big way. After 
all, Indian sports is looking up. There are positive 
signs all around. It does not necessarily mean that 
you hype a few personalities and ignore the rest. 
Achievements and achievers, across the board, 
deserve a fair share of mindspace. If the media de- 
cides, it can make any game lively, never mind 
whether it is a spectator sport or not! 

Even as we try to pro- 
vide more scientific support 
and better nutrition to our 
sportspersons, who at times 
struggle to overcome the 
physiological and genetic 
shortcomings as compared 
to the better-built Europeans, 
Americans and Australians, 
Indian athletes and sports- 
people should realise that 
the game at the highest level, 
is played more in the mind. 
We need to have self-belief. 
We need to believe that we 
can win, even before we ac- 
tually do so. 

Such a positive trait needs 
to be inculcated at a young 
age. If the schools and colleges take to sports on a war 
footing, we will not only have a healthy nation, but a 
nation of champions. We need to give our children 
more opportunities to become sports stars and not 


burden them with the task of a mere accumulation of 


tons of knowledge. 

Sports plays a big part in personality develop- 
ment. It will help a genius be healthy and strong, 
rather than wear spectacles and sport a studious look. 

| have absolutely no doubt in my mind that if we 
show the same passion towards the Olympic disci- 
plines as we show towards winning the cricket World 
Cup and handle games and their stars in a professional 
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fashion, we can win not just one, but many Olympic 
gold medals. 

Fortunately or unfortunately, the solution to the 
question lies with each one of us. Don’t think too 
much on the issue. It is not that complicated, Just get 
out of home in the morning and jog for 20 minutes 
every day, no matter whether you are six or 60 
years. By doing so, you would have played your part 
towards pinning that elusive Olympic gold. It ts as sim- 
ple as that. 

Communities! colonies must organise their children 
and themselves into a club, pitch in money and pro- 
vide much needed sports 
equipment, clean up the small 
grounds that are available, 
put up floodlights if funds 
allow that, organise training, 
if necessary in batches, 
arrange matches on week- 
ends and allow elders who 
have the knowledge and pas- 
sion for the sport coach the 
youngsters. As parents you 
would be delighted to watch 
your kids play; be there to 
support them. You may be 
surprised, but your interest 
in what they love, will re- 
flect on their interest in what 
you keep asking them to 
do....study. This can be your 
investment towards a healthier future of your children 
and a stronger nation that they would be proud to 
call as theirs. 

History is replete with examples of nations that 
have perished, one thing common between them 
was the fact that their people were not fit 

Well, we may never grow weak, both in body and 
mind, as sports is the secret of youth. 

Go for gold! Arise, awake and stop not, till the goal 
is reached. ш 


The author is the only Indian to win an 
Olympic silver medal in an individual event 
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India At The Olympics (post-independence) 


Gold' Silver Bronze 


1948 4) 
LONDON (Great Britain) 

1952 - 
HELSINKI (Finland) 1/ 
1956 4/ 
MELBOURNE (Australia) 

1960 
ROME (Italy) 

1964 y 
TOKYO (Japan) 1/ 
1968 

MEXICO CITY (Mexico) 

1972 

MUNICH (Germany) 

1976 

MONTREAL (Canada) 

1980 y 
MOSCOW (Russia) 1 
1984 

LOS ANGELES (US) 

1988 

SEOUL (South Korea) 

1992 

BARCELONA (Spain) 

1996 

ATLANTA (US) 


2000 
SYDNEY (Australia) 


2004 
ATHENS (Greece) 








Olympic Indian 
100-metre sprint 984 10:33 


200-metre sprint 19.32 2073 
400-metre sprint 4349 4556 


Long Jump 
140m 683m 


(Women) 
Figures in seconds 
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India's Gold Medal Tally 
PO ДА TO GAMES * British Empire 
Cardiff (UK*) Games 
Kingston (Jamaica*) 

; * ** British 
Edinburgh (Scotland"*) Commonwealth 
Christchurch (New Zealand**) — 

Edmonton (Canada) 

Brisbane (Australia) 

Auckland (New Zealand) 


ASIAN GAMES 
1951 

1954 

1958 

19625 J 

1966 

1970 


1978 | 
1982 © 


1986 | 
1990 


1994. 
1998 
2002 








Fourth At The Olympics 
ROME (tay) 
Milkha Singh 
1984 

LOS ANGELES 
(US) PT. Usha 


1992 | 
BARCELONA (Spain) Tennis 
Leander Paes | 









400 
metre sprint 





400 
metre sprint 
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25 CHALLENGES FOR 


Safety i 


underlying element for < 


India's record on sa 
constant attention an 


shown the benefits of allowing market forces to 
work. 

However, let me highlight three challenges that 
could put at risk the government's excellent aviation 
policy initiatives: 

ii Enhanced safety; 
= Cost-efficient improvement of infrastructure; and 
m Reasonable taxation 

If these are handled correctly, the positive eco- 

nomic impact on India will be great. 


afety is the number one priority. And it is an 
underlying element for sustainable growth. 
India's record on safety is good, but constant 
attention and efforts are needed. As part of our com- 
mitment to safety, IATA and its members developed the 
IATA Operational Safety Audit (IOsA)—the first global 
standard for airline operational safety management. 
[n just over two years, IOSA has become the industry 
standard. Globally, over 140 airlines will be in the IOSA 
process by the end of 2005. That represents 70 per 
cent of scheduled international traffic. Jet Airways and 
Air-India are among them. Importantly, all the 1АТА air- 
lines are committed to the IOSA programme. 
Regulators around the world have been quick to 
see the benefits of IOSA. Us carriers, for example, can 
submit IOSA results to their regulator to demonstrate 
the operational safety level of their code-share partners. 
We are already working with the governments of 
Egypt, Chile and Jordan to help make IOSA a condition 
of the certification process. As the size of India's air 
transport sector expands, global standards will be 
critical. IOSA is a tool available to the government to 
help enhance India's safety oversight programme. 
Indian airport and airspace capacity are far behind 
the expansion that airlines have made. The 2002-2004 
moratorium on major capital expenditure at India's 
airports has taken its toll on already overused 
infrastructure. Mumbai airport is the most critical. At 
the best of times, capacity is capped at about 28 
movements per hour. А recent runway overrun 
caused havoc at the airport for four days. We need to 
find some quick fixes to bring capacity at India's 
largest financial centre to over 40 movements per 
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hour. It is encouraging to hear that efforts to upgrade 
the airport are being made and that a greenfield air- 
port site is also being seriously considered. 

Airspace is another area of concern. Already, 
congestion around airports is causing severe and 
chronic delays. These inconvenience travellers, drive 
up costs and do nothing to demonstrate efficiency to 
incoming visitors and investors. Again, there are 
some quick fix technology solutions that could be 
implemented. For example, if an arrival delay is 
anticipated even before an aircraft takes off, then 
why not hold the aircraft on the ground until a 
touchdown time can be guaranteed? It won't solve the 
delay problem, but with minimal cost, such a solution 
will help to mitigate some of the costs of delays. 

These problems will become more acute once 
the new aircraft take to India's skies. As for the 
solution, quite frankly, the bottom line is cost effi- 
ciency. Airlines, airports and air traffic control are 
partners. Together, we are the gateway for tourism 
and investment. А cost-efficient welcome for travellers 
and businessmen will go a long way towards 
facilitating further sound economic growth. 

To gain the full economic benefit of aviation, 
India needs a common sense approach to taxation. 
Any taxes or charges that are collected should be 
transparent and are reinvested in the sector. Measures 
such as the recently imposed 10.2 per cent service tax 
fee on landing and airport and air navigation fees 
reduce India's competitiveness and limit the wider eco- 
nomic benefits that air transport can provide. Policy 
makers need to understand the long-term impacts of 
such misguided policies. 

Success does not happen by chance. India has 
done a great job of freeing the commercial forces to 
create what is one of the most vibrant markets for air 
services in the world. Now, it is time to take the 
next step. The challenge is to turn this great start and 
energy into a long-term policy that harnesses the 
vast economic impact of efficient air transport. If 
done well, the positive effects will be felt throughout 
India's economy for decades to come. I 


The author is Director General and CEO of IATA 
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Why the Bill Gates and Richard Bransons of this world do not holiday in India? | 
Though India offers varied geographies and cultures and has places of great historical value, there are still fundamental issues like 
airport infrastructure and the absence of best-in-the-world hotel accommodation at most places, which puts the super rich off. But 
it remains one of the most affordable countries for a holiday. 


Si zapori | Thail: | 


— = —— > 






— 





E | 






China — 
umm a —— cm * " 


x 
> 
= 

€ 


маш 


YORE HANA 


ш 
= 
2 
T£ 
іа =: 
"~; 
ITA 
T£ 
З3-: | 
("E 
1-4 bea. 
4472 5 
"TÉ 
J= si 
"P +. - 
=: с 
“- > 
e Кө. 
Ser r 
-5 = 
-2- » 
——— T 
4 8 
—- = 
2--- à 
3. 
2 
4—4 ~ 
s i 


eSys recommends Microsoft® Windows ХР Professional 






MOBILE 
TECHNOLOGY 





Any lighter, 
га defy gravity. 


introducing eSys Wizard 
Ultra-Light Notebook 








eSys 


P 
wr ARD EZ 8311 powered by Intel" Centrino" Mobile Technology 


Wizard EZ 8311 eSys Wizard Series starts at Rs. 27,990/-* 


Yo Í , | 7 
пану а tully-ioaged notebook that easy i DOU 


Rs.45,990/"- 


> -=.=——————- — س ت 
Wizard ЕМ2 8351‏ 








Олтой Val M poss the World 
12 inch | COLOR BRIGHT SCREEN kia Va? co Lo lo 
Rs 49 g0. | WIDESCREEN | (CBS) DISPLAY 
EBX 42131 EDX 5717U 
eSys PC powered Intel® Celeron * processor ғы ME oo 506 
? аспе, ¿ m, к 
by Intel” Processor 2.26 GHz, 256 М8 DOR, 4068 | 533MHz FSB) with intel EMGAT, ЖЫ ACT Call 
HDD, 52x CD ROM, 1.44 FDD, 256 MB DDR, 80 GB 7200 RPM warranty a 
starts at MM Keyboard, Optical Mouse, HDD, CORW, MM Keyboard, LIMITED CARRY.IN 397 00011 
# 15" LCD TFT Monitor Optical Mouse Speakers, Modem, 
Rs. 13,990/- a > " 18: LCD "n | Monitor 
| Rs. 18,990/- Rs. 24,990/. | 
i Terms & Conditions: "Hs 9907. extra towards freight & installation Prices are езЖудіге of taxes LST VAT & Octroi will be extra ex-warehoute pices. Prices may change without prior notice Computers shown in 
Attractive offers picture may not te the. actu mode “Warranty? year Urmteq Carry in warranty їое Молот» and 1 year onsite & 2 year offsite warranty lor Desktops at specified locations "Local call charges applicable. Intel, Intel 
on eSys UPS to rraren yeye sng солдат аила Centnno куус. Celeron. niet Xeon. intel SpeedStep Itanium, Регит) and Penbum НІ Xeon are trademarks or registered trademarks of Intel Corporation or its 
and Printers For further information, please contact: DOTXTRA SYSTEMS (І) PVT. LTD. www.esysglobal.com 





Arms Advertising/eSys/230/05 


А. ” w - - = M г 
w€ pei + - wi = “ap т re €» — TEAM "425 


25 CHALLENGES FOR INDIA 


VHAT WILL IT TAKE 
To Empower 


` Poor Farmers? 
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competitiveness of the entire value chain | 


water use—clearly an area of criticality for the nation’s 
water management strategy. Similarly, regeneration of 
forest resources is a critical necessity, particularly 
since real forests represent only 12 per cent of India’s 
geographical area against a desirable 33 per cent. It is 
not well known that nearly 90 per cent of forest 
resource consumption in India is on account of 
fuelwood requirements, predominantly of rural 
residents. 

From my perspective, 
empowerment implies 
creating capacity at the 
grassroots because such 
capacity can progressively 
address the challenges across 
all three dimensions. This is 
not an automatic outcome 
of economic growth. The 
poor farmer can be empow- 
ered only if a number of 
converging measures are 
taken in careful coordina- 
tion—a combination of 
purpose and policy, direction 
and delivery, commitment 
and connectivity. 


believe that the Indian 

corporate sector has a 

crucial role to play in the empowerment of farm- 
ers, in its own enlightened self-interest. Consumer re- 
search reveals that a rural wage earner’s propensity to 
consume is only half that of an urban wage earner, for 
the same level of income. This is due to the large un- 
certainties arising from over-dependence on mon- 
soons, yield and price risks, and the absence of 
effective mechanisms to manage these risks. Access 
to effective risk management tools can enhance ru- 
ral propensity to consume even at current income 
levels and constitute a larger demand base for in- 
dustrial goods and services. This demand base can 
grow manifold if rural income levels can be raised 
through increased agri productivity, and effective 
connectivity to markets. To me, this represents the 
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real fortune at the bottom of the pyramid. 

The seemingly intractable issues of Indian 
agriculture have resulted in low levels of engagement 
of the organised sector with farm communities. In such 
a scenario, it takes a special kind of company to com- 
mit to agricultural value chains. The competitive pres- 
sures of globalising markets often force companies to 
look at tactical outcomes at the expense of strategic ini- 
tiatives. Those corporates that are engaged in adding 
value to agricultural produce 
need to orient their strate- 
gies towards securing the 
competitiveness of the entire 
value chain. And go that 
extra mile in committing 
resources and creating viable 
business models that, in the 
long run, will provide 
sustainable competitive 
capability. Such an approach 
is also necessary to create 
employment opportunities 
of a significant order towards 
addressing the country’s 
demographic challenge. 

However, inspired cor- 
porate leadership alone will 
not suffice to secure rural 
transformation. Reforms 
are necessary to create a climate where investment 
rooted in Indian soil can become productive. 

Creation of capacity among the marginal farmer 
will crucially depend upon investment to establish ru- 
ral “last mile” connectivity—physical, digital and 
human. Adequacy of quality infrastructure represents 
the necessary condition for empowerment and sus- 
tainable economic activity. In this context, the Bharat 
Nirman initiative, with its focus on time-bound out- 
comes rather than outlays alone, is a welcome initiative 
that could not have come a moment sooner. 

Other reform priorities at central and state levels 
include: creating efficient linkages to domestic and 
world markets; strengthening of market and risk 
management institutions; overhaul of food safety 
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communities will transf 
economic organisations. Th 
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and land use laws; domestic tax harmonisation and 
moderation to benefit from a larger Indian common 
market; and promotion of agricultural research 
focussed on empowering the small farmer through 
effective extension services. 


imultaneously, propagation of sustainable 

agriculture and development of village commu- 

nity organisations to manage common resources 
would reduce the stress on soil, water and other finite 
natural resources. Further, conducive land use policies 
can harness the employment intensity of the agro 
forestry value chain, while concurrently addressing se- 
rious issues relating to biomass depletion, water 
security, ecological balance and biodiversity. Countries 
like Brazil and Indonesia have demonstrated the 
utility of linking land use with replenishment, thus, 
creating viable, renewable re- 
source based industry while 
spawning millions of jobs in their 
rural hinterlands. 

A critical legislative reform 
priority is the amendment of the 
Agricultural Produce Marketing 
Committee Acts in line with the 
Model Act to provide choice of 
market channels to farmers. 

Apart from reform initiatives, 
a partnered approach is vital to 
engender competitiveness in 
Indian agriculture, including the small farmer. The on- 
going globalisation of trade being negotiated at the 
World Trade Organization (WTO) and at regional 
and bilateral fora can translate into opportunities only 
if the economy and its constituents can make a suc- 
cessful transition towards global competitiveness. 
In this context, the competitiveness and growth of 
those value chains that are engaged in value addition 
to renewable agricultural inputs represent the best 
means of addressing the developmental issues that 
confront us today. 

А number of such value chains carry the promise 
of contributing to the over-arching goal of inclusive 
growth. I would venture to add that roti, kapda, 
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makaan, education and health—the basic ingredients 
of development—have origins in the agricultural 
sector and the soil. Let me give illustrations of 
some value chains that carry significant potential for 
rural upliftment whilst presenting attractive business 
prospects for the corporate sector. 

m The roti value chain of seed to stomach, 
representing the food processing industry; 

mThe kapda value chain of fibre to fashion, 
representing the textile and apparel industry; 

m [he makaan value chain of dust to dwelling; 

m The education value chain of tree to textbook; and 
m The value chain of herbs to healthcare. 

Such value chains can become impactful 
contributors in view of their potential to generate 
large-scale employment, which can also absorb the 
surplus labour inherent in agricultural productivity 
improvement. 

An integrated approach to 
agriculture and manufacturing, 
together with urgent imple- 
mentation of the reform agenda 
can unleash entrepreneurial en- 
ergies and create a powerful 
tool of empowerment and de- 
velopment. Thus, in the new 
empowered India, village com- 
munities will transform into 
vibrant economic organisations. 
They will represent a huge and 
attractive market opportunity, inducing a virtuous 
cycle of development. 

The agenda is vast. The stakeholders are nu- 
merous. The luxury of time is no longer available. 
This is the time for careful orchestration to enable 
the various organs of society play their roles in 
realising the significant potential that can emanate 
from empowering our marginal farmers. Only then 
can India's economic growth translate into 
sustainable development. m 





The author is Chairman of ITC Limited 
(This article was written during the WTO summit 
in Hong Kong from December 13-18, 2005) 
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Some Numbers Of Note 


What is the per capita income of 
India's farming community? 

The per capita income of cultivators 
and agricultural labourers is 

Rs 11,764 


What percentage of farmers own 
the land that they till? 


82 per cent 





Total Farm Credit 
Rs 1,33,947 crore 


MU 
the target of 


Delinquency Rate 
11 per cent 





Wheat: Rs 640 


| Grade A Grade 
Paddy: Rs570 — Rs 00 | 
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The entrance of Sobha Sapphire, a residential project at Jakkur, Bangalore. 
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Sobha. The Ее name for world-class buildings. 

hal Уа ғ] ln Sobha homes in Bangalore are available at various price points starting at Rs. 32 lakhs. 


кэ SOBHA DEVELOPERS PVT. LTD., #368, 7TH CROSS, WILSON GARDEN, BANGALORE - 560 027 
ZE] Ph: 22295936/37/38, 22711535 (Mon - Sat) 09.00 am onwards. E-mail: marketing@sobha.co.in www.sobhadevelopers.com 


ажуа "wv 


PASSION AT WORK 





" ЄТ WW k жа, N Yams w^. Li bd ef} on Pu w ¿2 е 


25 CHALLENGES FOR INDIA 


WHAT WILL IT TAKE 
To Increase The 


` Number Of Women 
[п Our ls ind 


SEES 


АРБАЖ Мау. - 








pur 
AM AXO ` 


` 


bo. 
— | | 2 
E “. -. _ A 
EU A. EL ES 3 


£ 


— — 
Ç 7 - 





= 


а — 


ж 


— tum = 


25 CHALLENGES FOR INDIA 


P 4 4 D fX I * к» v4 
te d ИГ ^" bl > re 
— pdt — 
LI 


Y 





industries, where women intake is very low); on an 
average, these companies had 6 per cent women on 
their rolls. At the managerial level, the percentage of 
women at junior level was 16 per cent, middle level 4 
per cent, senior level 4 per cent and at senior-most 
levels, just 1 per cent. 

Today, to survive competition in a globalised 
market, many organisations are outsourcing and con- 
tracting out their work. This certainly has created 
opportunities for home-based work, especially for 
women in sectors like textile, garments and elec- 
tronics. But unfortunately, it has also forced women 
into ‘informal’ work that of- 
fers little security or long-term 


benefits. 


n India, women and child- 

ren in the unorganised sec- 

tor have been exploited 
and there is no job security 
or retirement benefits. A large 
number of women and chil- 
dren work in the tobacco (bidi 
rolling), agarbatti, bangle mak- 
ing, brassware, weaving and 
leather industries. The work- 
ing conditions are very poor 
and without adequate legal 
protection; and women are 
more vulnerable than men. 
So far, the government has 
been pampering organised 
labour and, by and large, ne- 
glecting the unorganised sector. 
It is time it came up with a 
dynamic framework of regulations so that the vast 
majority of our women workers get justice and social 
security. 

It is not possible to employ everyone in industries 
or the organised sector. We need to tap into the 
tremendous entrepreneurial spirit of our people. 
The natural enterprise of Indian women can be 
nurtured through innovative schemes of micro-fi- 
nance. From Bangladesh to Kenya and Jordan, there 
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Is evidence to show that when it comes to repaying 
loans, women, with 98 per cent repayment rate, are 
more responsible than men. The government, financial 
institutions and private sector can join hands to cre- 
ate women entrepreneurs. We need to identify viable 
projects and provide mentoring help to ensure success. 

Who is responsible for creating the climate and 
encouraging more women to join the workforce? I 
believe everybody needs to contribute, but I think the 
state has to take the lead. Pruning its waste and with- 
drawing from non-value added activities, it should, as 
Nobel laureate Amartya Sen and others have pointed 
out, increase its investments 
in the social sector. It must 
also play monitor and see that 
the poor and marginalised 
people receive the funds and 
other benefits of the support 
systems meant for them. Right 
now, the combined expendi- 
ture on education by the cen- 
tral and state government is 
only 3.1 per cent. This needs 
to be raised to at least 6 per 
cent of the GDP. 

About 50 per cent of our 
school-going girls drop out at 
middle school for various 
reasons—toilet facilities not 
being available in schools or 
to help their parents at work 
or to take care of their sib- 
lings. This means a mere in- 
crease in government's spend- 
ing on education will not 
achieve the desired results. Investments have to be 
backed by schemes for employment and income 
generation for parents. 

The Economic Survey has noted that in states 
with higher female literacy, there are more women 
working in the organised sector. States that have 
shown dramatic improvements in literacy levels— 
especially for girls—need to be recognised and their 
success documented. Backward states have to be 
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Many organisations do not have any sexual 
harassment policy in place and distressed 
women have no place to turn to. There 
cannot be any compromise on this issue 


given time frames by which they have to show progress. 


he corporate sector has to think and act 

innovatively to help women balance their work 

and home roles. Créche facilities need to be 
provided either at the workplace or at residential 
areas where women live. They can think of granting 
maternity leave beyond the legal requirement, with or 
without pay. Companies need to explore if women can 
work part-time or flexi-time to balance work and 
their families. Women who leave work to bear children 
find it very difficult to rejoin. 
Courses that equip women to 
make a comeback, psycholog- 
ically and skill-wise, will also be 
of great help. 

In spite of the mandatory 
requirement, many organisa- 
tions do not have any sexual 
harassment policy in place and 
distressed women have no place 
to turn to. There cannot be any 
compromise on this issue. 
Policies should be clearly stated 
and implemented rigorously. 

Corporates which gen- 
uinely want to increase the 
number of women in their 
organisations need to intro- 
spect as to what comes in the 
way—is it lack of qualified 
candidates or is there a bias 
against women? They must 
also ponder over how they 
can overcome this prejudice? 
At times of downsizings and mergers, corporate poli- 
cies need to protect women from unfair treatment by 
a male-biased work environment. 

Even if systemic limitations are overcome and 
women are given opportunities for education and a 
chance to join the workforce, they will still face 
tough resistance from their own mindsets and self- 
images. It is critical that women help themselves to 
come out of their self-limiting belief systems. 
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As mothers, they need to be careful not to give 
different sets of messages to their sons and daughters. 
Most boys are encouraged to develop “achievement 
skills” that equip them for work, whereas girls are 
helped to develop their affiliative needs which help 
them to be dutiful daughter-in-laws, obedient wives 
and sacrificing mothers. From early years, boys need 
to be made aware that household and child-rearing 
responsibilities need to be equally shared between a 
husband and wife and is not the sole responsibility of 
a woman. Mindset change is a slow process but 
enduring in the long run. 
Schools, colleges and media 
need to reflect on the above 
messages and stop treating a 
male child as special. 

In the short run, should we 
have quotas that will force 
industry to employ more 
women? I am against quotas 
and, instead, want accelerated 
awareness campaigns that bring 
about a change of mindset. 

Even family-owned bus- 
inesses need to give an equal 
chance to their daughters to 
enter the family business. If 
everyone makes a genuine 
effort, a day will come when 
we will not just have 
“Mukherjee & Sons" and 
*Pestonjee & Sons" but also 
*Mukherjee & Daughters" 
and “Pestonjee & Daughters". 

Our task is truly Herculean. 
The government must lead the way and corporates, 
NGOs and educational institutions should join in to 
support and work for change. Real change will come 
when our women are treated on par with men and 
given equal opportunities. When that happens, India 
will be able to harness its women power and emerge 
as a respected nation. Ш 





The author is Chairman Emeritus of Thermax Ltd 
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A Blow For Gender Equality 


These companies have affirmative action programmes 
for women: 


ACCENTURE 


More Women@Accenture: A metrics-based recruitment process 
for hiring women, a referral programme for women and special 
recruitment drives at women-only colleges. 


MOTOROLA 

Women's Business Council: This is а women's networking forum 
that focusses on empowering women employees through expanded 
opportunities to gain skills and experiences required to be 
successful and to enable work-life integration. 


HSBC 

Makes a conscious attempt to build a strong female executive 
pipeline by effectively using the graduate campus trainee 
programme and building databases of successful female 
candidates in the industry at all levels. 


Sapient 

А role model programme for women highlights the achievement 
of senior women managers and showcases the absence of a 
glass ceiling. 


GE 

The GE Women's Network is a voluntary organisation formed 

to support the professional development of women at GE. The 
network helps build a pipeline of high potential women for senior 
leadership roles. 
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25 CHALLENGES FOR 


INDIA 


AIDS in India is far too complex, and the 
public health system much too fragile, for 
the task to be left to the government alone. 
Business must step up to this challenge 


and dispersed nature of sex work, and the sheer scale 
and high levels of stigma make for a complex epidemic, 
posing a major challenge to prevention work. 


espite these challenges, there is a silver lining. 

India is still at an early stage of the epidemic, 

and an investment in prevention today can 
avert a socio-economic crisis in the future. Avahan's 
main objective is to reach the high-risk behaviour 
groups most vulnerable to HIV, with behaviour chang- 
ing communications, condom promotion and access, 
and treatment of the sexually 
transmitted infection that fuel 
HIV. In addition to these tar- 
geted interventions, we put ef- 
fort into advocacy for a more 
enabling prevention environ- 
ment. At every stage, we have 
found the parallels with best 
practices from the world of 
business striking. 
Execution focus: In business, 
competition is intense and 
sound strategy must be backed 
by executional ability. In tack- 
ling an epidemic, execution is 
obviously critical. NGOs and 
local communities often lack 
the mindset and the managerial 
skills that are central to good 
execution. We place high 
emphasis on creating that war- 
room atmosphere and in build- 
ing managerial capacity with our partners. 
Scale: Businesses constantly strive to expand their 
markets, using many techniques to rapidly scale up. 
Avahan spans six states with a collective population of 
more than 300 million. To build scale, we forge 
strategic alliances to share the solution—such as the 
partnership between India's largest trucking com- 
pany and petroleum retailer in our highways pro- 
gramme. We standardise service delivery where pos- 
sible to speed rollout, as in our franchised STI (sexu- 
ally transmitted infections) treatment service for men. 


208 BUSINESS TODAY JANUARY 15 2006 





Finally, we reach scale by intervening at the structural 
level—working on the root causes of vulnerability that 
lead to risky behaviours. 

Focus: A large business with diverse markets must 
understand its key battlegrounds—the consumer seg- 
ments and territories where winning is a must. 
Similarly in Avahan, we search relentlessly for the 
greatest points of leverage for systemwide impact. This 
has led us to what we believe are the few most criti- 
cal geographical clusters and sub-populations in terms 
of the transmission dynamics. As businesses can do, we 
try to maximise impact by con- 
centrating effort. 

Community driven: A business 
listens to its consumer and de- 
signs its delivery systems ac- 
cordingly. The community of 
sex workers is our respected 
consumer and we ask the com- 
munity to define its needs. We 
then involve community mem- 
bers in local programme de- 
sign, service delivery in struc- 
tural intervention. At the end 
of the day, we hope to build 
better quality solutions, more 
rapid scale-up and sustainabil- 
ity by keeping the consumer 
in the driver's seat. 
Measurement: À business has 
to meet its numbers, and good 
businesses invest in quality 
management information sys- 
tems as well as longer term assessment. In the public 
health programmes we reviewed, careful measure- 
ment—near- and long-term—seemed the exception, 
rather than the rule. Avahan tries to measure impact 
at every level, from the effectiveness of advocacy out- 
reach to the impact of a small town intervention. Our 
М provides detailed data from over 500 intervention 
sites. Mathematical modelling and specialised stud- 
ies facilitate evaluation across the board. 

Flexibility: Market situations are constantly evolving, 
and lasting businesses are those that continuously 
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adapt and evolve. With Avahan, we are trying many 
things for the first time—placing many big and small 
bets in prevention. We trust our judgment, take 
reasonable risks, check results and make required 
programme shifts that are technically appropriate. 
Avahan is about focussed strategy, careful market 
segmentation, brand marketing and franchising. It is 
about strategic alliances, managing logistics, ruthless 
execution and measuring results. Avahan is about 
adapting classic business principles to a specific pub- 
lic health context. Sound business thinking and man- 
agement practices are probably the most needed skill 
in HIV/AIDS, if not in public health in India, today. 

My team of 10 is largely made up of people with 
business backgrounds — consumer marketing, banking, 
information technology and management consult- 
ing. All of us feel very much at home in the world of 
HIV/AIDS because we have found that management is 
the premium skill in public health. 


usiness skills, infrastructure and thinking can be 
potent weapons in the war against AIDS. Yet, bar- 
ring a few exceptions, Indian business has been 
slow to step up and contribute. AIDS in India is far too 
complex, and the public health system much too 
fragile, for the task to be left to government alone. 
Business must step up to this challenge, not just 
because it is in a position to make a big difference, but 
because defeating AIDS surely is also good business. 
So how can corporates contribute to the cam- 
paign against AIDS? We would suggest the following 
framework for action, with initiatives arrayed in 
roughly increasing order of impact: 
Workplace programmes: The minimum contribution 
any business should make is to have a compelling 
workplace programme for HIV prevention, education 
and awareness. Such a progamme should be part of an 
overarching policy of non-discrimination towards 
employees who may become HIV-positive. In addition 
to HIV prevention activities, workplace programmes 
should include basic care and access to treatment 
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services. А sound HIV workplace programme is a 
must for every business in India, but few have it. 
Community extension: Businesses should extend the 
same workplace efforts to their larger business com- 
munities—the suppliers, dealers, distributors and 
local populations of their townships. By so doing, they 
could greatly enhance the scale of their impact. 
Providing infrastructure and access: Businesses with 
large supply chains can allow these to be leveraged for 
the supply of prevention services (e.g., condom rural 
distribution; awareness messaging). An example in our 
programme is Indian Oil Corporation, which has 
agreed to provide access to some 4,000 highway 
petrol pumps that can serve as information and serv- 
ice points to thousands of truckers vulnerable to uiv. 
Lending business skills: Every НІУ prevention pro- 
gramme can benefit from business expertise in dis- 
tribution, marketing, communications and/or project 
management. Businesses can provide these scarce 
skills through short-term training programmes, or 
consultancies. Employee secondment to programmes 
like ours will be particularly effective—with the 
added advantage that the employee will probably 
return a much better manager! 

Advocacy: Business leaders in India have greater 
societal influence than their counterparts in most 
countries. Business leaders must speak out to dispel 
stigma, combat discrimination, defeat apathy, and 
to promote prevention and treatment access. The 
impact will be huge—whether it is done by a 
nationally revered HIV or by a local businessman in the 
small town in Guntur district. 

Businesses can contribute through workplace pro- 
grammes, community extension, lending business 
skills, leveraging their infrastructure or through 
advocacy. Rather than hope that HIV/AIDS does not 
affect your business, think about how your business 
can affect the outcome of HIV/AIDS in India. B 


The author is Director of Avahan, Bill & Melinda 


Gates Foundation India AIDS Initiative 
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A BOMB WAITING TO EXPLODE 


What is HIV? 

HIV, or human immunodeficiency virus, is the virus that causes AIDS. This virus is passed 
from one person to another through blood-to-blood and sexual contact. In addition, infected 
pregnant women can pass HIV to their babies during pregnancy or delivery. 


What is AIDS? 

AIDS stands for acquired immunodeficiency syndrome. A positive HIV test result does 
not necessarily mean that a person has AIDS. A diagnosis of AIDS is made by a 
physician using certain clinical criteria (e.g., AIDS indicator illnesses). 


How does HIV cause AIDS? 

HIV destroys a certain kind of blood cells called CD4+ T cells (helper cells), which are 
crucial to the normal functioning of the human immune system. Most people infected 
with HIV carry the virus for years before AIDS develops. 


How is AIDS transmitted? 

It is transmitted mostly through body fluids during unprotected sex. It can also be trans- 
mitted during drug injections if the needle is contaminated; by the transfusion of 
infected blood or blood products; and from an infected woman to her baby. 


What is the size of AIDS-infected population in India? 
An estimated 5.13 million people, or 0.5 per cent of India's population, 
are affected by AIDS. 


Which sections are most vulnerable to AIDS in India? 
Commercial sex workers, homosexuals, intravenous drug users, migrant 
workers and truckers. 


How are AIDS patients treated? How much does it cost to treat AIDS? 

Medical treatment can only slow down the rate at which HIV weakens the immune sys- 
tem, There is no permanent cure. Early detection offers more options for treatment and 
preventative care. In India, the treatment costs about Rs 1,500 per month. 


The Spread Battleground Zero 
The AIDS epidemic can be 
fought by: 
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Four Myths | 
About AIDS 
You can get HIV 
by using an infected 
"5 utensils, 
th towels, etc. 


AIDS is a disease 

that affects only 

homosexuals 
and sex workers 


You сап get infected | 
vni ania bins n 
mosqu ОГ. 
other air-borne | 
or water-borne insects 


Shooting ир is the only 
way drugs lead to AIDS 





ROCK HUDSON 
Nov. 17, 1925-04. 2, 1985 


The Hollywood hunk of the 
50s and 60s announced in 
June 1985 that he was 
suffering from AIDS. 

This first focussed global 
attention on the disease. 
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jest corruption cases have ` 
he government. The Harshad 
etan Parikh scams have 


put other scandals to shame е 


Largescale corruption resulting in spurious drugs, 
ill-built schools, absent and unqualified teachers and 
low-quality food stuff primarily affects the poor. The 
middle class and the rich do not depend on such 
services. Hence, as Bimal Jalan observed, corruption 
aggravates inequality in an already unequal society. 


imilarly, corruption affects small business 

enterprises the most, because they cannot afford 

the increased costs due to corruption. On the 
other hand, larger enterprises use corruption to create 
monopolies or increase their 
market share, thereby 
improving their profitability. 
Hence, every politician who 
espouses the cause of the 
underdog and the poor must 
fight corruption. 

It has been noted by econ- 
omists that corruption reduces 
a nation's growth rate and pro- 
ductivity, discourages invest- 
ment, enhances fiscal drain and 
debilitates the confidence of 
people in the economy as a 
whole, thus, creating a negative 
spiral. This is because corrup- 
tion distorts economic deci- 
sion-making, as payoffs pre- 
vail over other considerations 
while allocating resources. In 
fact, a well-known develop- 
ment economist showed that a 50 per cent reduction 
in corruption in a highly corrupt country has the 
potential to increase the GDP growth rate by 1.5 per 
cent. Researchers have also shown that corruption 
reduces the rate of investment to national income. If 
we had controlled our corruption, then India would 
have had a GDP growth rate of nearly 8 per cent 
during the 80s and the 90s rather than the 6.1 per 
cent that we achieved. 

Is there a solution to this seemingly unsolvable 
problem? Is there any hope at all? Will we ever see a 
corruption-free society? Can we at least work towards 
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creating a corruption-free society for our children and 
grandchildren? I am an optimist and I believe that 
every problem can be solved. It requires leadership that 
is inspirational, selfless and courageous. We do have 
a few such people in India among our politicians, 
bureaucrats and corporate leaders. They have to 
come together to fight this scourge. Let me detail a few 
steps needed to fight corruption. 

Fairness, transparency and accountability dis- 
played by leaders are what instil confidence in a gov- 
ernment, a community and in a society. Unfortunately, 
in our society, the government 
and the elite rarely practice 
these attributes. Only when 
we practice these attributes in 
fighting corruption among the 
elite and the powerful, will we 
succeed in rooting out the 
problem. In the following para- 
graphs, I will detail how we 
can enhance fairness, trans- 
parency and accountability 
among the elite. 

Let me first talk about fair- 
ness in ensuring that every- 
body in the land, no matter 
who he/she is, gets punished 
if guilty of corruption. lt is 
important to create a climate of 
opinion where honesty mat- 
ters and the corrupt are pun- 
ished swiftly and ostracised. 
This requires the active endorsement of honesty by not 
just politicians but also bureaucrats, corporate leaders 
and in fact, every leader from every sphere. These 
leaders must be ready to sacrifice their positions 
rather than work with tainted colleagues. Whenever 
there is an accusation against a person, he or she 
must not be allowed to hold any office until proven 
innocent. Swift and harsh punishment must be meted 
out to the guilty. To me, this is the most important 
instrument we have in curbing corruption. 

Once we practice this for a generation among 
the elite, the next generation will automatically 
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subscribe to this philosophy. This was the norm in 
India in the early 50s. But today, we see many min- 
isters accused of corruption serving in the central 
and state cabinets. There are many reasons for this. 
One of them is the ambivalent message that our 
leaders have sent on the issue of corruption. The cur- 
rent thinking among various politicians in the coun- 
try is that corruption is a global phenomenon. This 
has created the notion that corruption will be tol- 
erated. We have been very lax in pursuing and pun- 
ishing cases of corruption involving powerful politi- 
cians, bureaucrats and rich people. Such inaction in 
our system during the current generation has em- 
boldened the rich and the powerful to embrace 
corruption with impunity. 


conomist Amartya Sen noted that it is systemic 

corruption at high levels that causes people to 

regard it as part of the “established rules of be- 
haviour”. It is extremely important, therefore, for our 
leaders to send the right signal to the community. Let 
me give you an example of this. This incident hap- 
pened in Delhi in the mid-80s. І met a friend of 
mine one evening at Ashok Yatri Niwas for dinner. He 
was known to be a good, honest and upright officer 
in one of the central ministries. That day, he was very 
sad and it was clear that he was facing a moral dil- 
emma. During dinner, he confessed that he had 
taken a bribe for the first time in life and he was very 
confused. I asked him what the confusion was about, 
since it was clear that taking the bribe was wrong. His 
answer stunned me. One part of his mind justified his 
action since he had seen his minister taking bribes. 
The other part was tormenting him that he did some- 
thing terribly wrong. I have no doubt at all that he rep- 
resented a large number of honest officers drawn 
into the dragnet of corruption, thanks to the example 
set by their bosses. Hence, a leader must never put 
himself or herself in a situation which creates such 
moral dilemma in the minds of the people. 

Let me now give you a positive example of how 
corruption was fought in Singapore. This incident also 
took place in the mid-80s. A quick investigation into 
the corruption charges against one of Singapore's 
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ministers showed that there was а prima facie case 
against him. The minister concerned met the Prime 
Minister to find out whether he would be protected. 
The Prime Minister was very clear that the minister's 
career was indeed over, that he would be given harsh 
punishment, and that he would never ever again be 
able to contest elections. The minister went home and 
put a bullet into his head. This sent a strong message 
to all Singaporean politicians that corruption would 
never be condoned. 

Let me now come to transparency. The best return 
on investment in reducing corruption will come from 
reforming our election funding system. We have to 
adopt the German system of funding so that politicians 
have less incentive to be corrupt. The funding avail- 
able to each candidate must be made known to the 
public. We must set up a whistle-blower policy so that 
any violation in fund inflows can be quickly and 
publicly investigated and appropriate action taken. The 
office of the Chief Election Commissioner must be 
strengthened. I believe that the action of the Р.У. 
Narasimha Rao government in diluting the powers of 
the Chief Election Commissioner was a step backward 
in fighting election fraud. 

Collecting data on the criminal and corruption 
record of each candidate and publishing them widely 
are extremely important in curbing corruption. The 
recent work of Trilochan Sastry and his associates in 
this area, prior to the last central and state elections, 
is a step that must be encouraged and adopted uni- 
versally across the country. This courageous act of an 
MIT-educated professor has yielded significant results 
in exposing the shenanigans of powerful lobbies. 

Corruption in government service delivery is 
eliminated when the government interface is removed 
from any activity. For example, when the government 
dismantled licensing of computer imports, most of the 
corruption that was imposed on small entrepreneurs 
dealing with the Department of Electronics was rem- 
oved in one shot. However, the government has a ten- 
dency to create more and more new schemes which 
require business people to seek government approvals. 
[n fact, it may be best if some of the services were 
moved from the government to organisations like 
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the uri. For example, the recent decision of the 
government to transfer the process of allotting PANS to 
Urt has eliminated delays and chances of corruption. 

Corruption opportunities are high when both 
the decision and delivery of the outcome of that 
decision rest with the same individual, and the trans- 
parency is low. Hence, if we want to reduce cor- 
ruption, it is best to implement e-governance. E-gov- 
ernance helps us separate the decision-making and de- 
livery of the outcome in an inexpensive manner. 
Secondly, we have to bring transparency to the deci- 
sion-making process. If we use 
software with transparent 
workflows for every major de- 
cision-maker involved in the 
government, we will know 
who is delaying processes. 
Thus, pressure can be brought 
on the government to deliver 
services effectively. 


he e-Seva centres in 

Hyderabad are an exc- 

ellent example of how 
e-governance benefits the 
common people and helps 
eliminate corruption in state 
services. The e-Seva centres 
have helped bring trans- 
parency and speed to a wide range of state services, 
from the payment of utility bills to the issue and re- 
newal of certificates, permits and licences, and 
even payments for FIRs. 

Let me now talk about accountability. Swift and 
harsh punishment meted out to the guilty is what 
serves as a deterrent to corruption in developed 
countries. In India, most of the Lok Ayuktas have 
failed since they are under the control of the state 
governments and the quality of staff is rather poor, 
except in rare cases. We have to create a separate, 
jury-based judicial system to dispose of corruption 
cases quickly. A jury system will bring better visibil- 
ity to such acts of crime and would also reduce the 
load on the judiciary. 
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These courts must be chaired by eminent men and 
women who do not owe allegiance to politicians 
and bureaucrats. They must be outside the purview of 
state legislatures and accountable only to Parliament. 
The punishment meted out in these cases must be very 
harsh, and we must not allow any further appeal 
once the jury has decided the case. Such a system 
would be a strong deterrent to corruption. In fact, it 
is the delay in punishing the guilty and the light pun- 
ishment meted out to them which have emboldened 
crooks to indulge in corruption time and again. 

Unfortunately, the CBI has 
not done a good job in track- 
ing and punishing the guilty. It 
has only deterred honest offi- 
cials from acting efficiently. Its 
success rate has been very low. 
The model of the CBI has to 
be changed drastically to re- 
assure honest people that they 
will not be harassed. In fact, 
the CBI must be supervised by a 
committee of eminent citizens 
with executive powers, to en- 
hance its credibility. This com- 
mittee must ensure that the 
CBI has good, reliable data be- 
fore it can file a case. 

Corporate leaders have to 
walk the talk when it comes to honesty. Then, 
they will have the moral authority to take swift 
action when they see the transgression of values and 
rules. In fact, Infosys demonstrated this a few years 
ago when a senior member violated the value system 
of the company. It took us just a few hours to 
come to our decision and ask for his resignation. 

At the end of the day, leadership is what determines 
the success of a corporation, community or country. If 
leaders from all sections of the society come together 
to fight this scourge, I am certain that corruption 
will disappear like dew on a sunny morning. ж 


The author is Chairman of 
Infosys Technologies Limited 
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How Corruption Pulls Us Down The Main Founts of Corruption 
E Politics and elections: It costs an estimated Rs 2-5 crore to 
India’s GDP: Rs 28,30,465 crore tebe souca s o —* — 
The parallel economy; RS 11,32,186 crore" — n 
Ж. decisions: levels of е. 
uss trees: RS 1,13,219 crore ^ | memet ices are oten taio tsut the manens Ñ 
of particular business houses Жа. 





Conclusion: If this huge economy were to come overground, 
оозана анала qun 


Figures for 2004-05 *Estima 
^ At SNL 10 per cent tax-GDP ratio Source: CS and ВТ estimates 
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nothing moves without monetary 
While Iceland is the least corrupt country, India (ranked 88 
out of 159 countries), has a far from clean image. 
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A Way Out 

The Right to Information Act (RTI), 2005, can be a potent weapon against 

corruption. Under RTI one can: 

eSeek any information/material in any form records, documents, 

samples, models, at materai e yf and onan 

relating to any private body which can be by a public authority 
under any other law for the time being in force; 


elnspect works, documents, records; take notes, extracts or certified copies 
of documents or records; take certified samples of material; obtain information 
in form of printouts, diskettes, floppies, tapes, video cassettes or in any other 
electronic mode or through printouts; 


Demand the information within 30 days for normal applications and 40 days 
where third party submissions are called for. In cases where the information 
concerns the “life and liberty of a person”, the time limit is 48 hours; and 


eDemand that the information be made available at the local office where the 
application is made. This takes care of any loss in transmission. 
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Source: Transparency International Corruption Perceptions Index 2005 of Rs 25,000 for not providing information 
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the spine chilling experience, what you expect? A cup of hot 

tea use? Tea acts as one of the energizers which man has ever 
tasted. Tea, according to legend, was discovered in 2732 B.C. by 
а Chinese emperor when some tea leaves accidentally blew into a 
pot of boiling water. Tea drinking became very popular in the 
1600s. The Boston Tea Party protesting the British tea tax was one 
of the acts preceding the Revolutionary War. At the end of 19th 
century, tea industry developed in the south Asian countries and 
Chinese market declined as the Westerners enforced blockade 
causing low export and yielding. 


I was past 7 p.m and the weather was nippy, in order to curb 


History is continuous. As one piece of fuel is consumed, the flame 
passes to another. Tea entered the magnificent world from the 
luxuriant jungles of Southwest China, during which it went 
through numerous sufferings and protracted tortuous struggle. 

Tea became indispensable part of human culture and livelihood, 
being consumed as a ritual. It has gone through social, political and 
cultural upheavals and has stayed a part of human habit until date. 


Tea Industry Update 

With Herculian change Indian Tea Industry continues to be the 
world largest producer and consumer of tea. Domestic 
productions as well as exports have been on a rise. 


Demand Supply scenario 

India's tea production increased by 17.7% yoy to 149.8mn kg 
during Jan-Apr 2005. Production in both the northern (up 23.766) 
and southern (up 8.8%) regions witnessed an upward trend. Total 
tea exports from India in volume terms grew by 7.5% yoy to 
149.8mn kg. during the same period. Exports from southern 
region grew sharply by 25.4% yoy however, northern region 
registered a pes of 12,6% yoy in tea exports. Domestic 


prices (1 is) during May 2005 registered a decline of 
5.696 yoy (8. ) to Rs72.9 рег kg from Rs77.2 per kg in 
Мау 2004. | 
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declined by 4.7% yoy to Rs 2.4bn. "Some leading players appear 
to have adopted a policy of concentrating on front and activities 
such as blending. packaging and 
brand marketing taking the view 
that they would like to exit from 
the back-end i.e. growing and 
manufacturing tea. A number of 
tea companies - cutting across 
size - appear to be taking the view 
that given the volatilities of the 
tea market and the high cost of 
tea production in India their land 
holdings (tea grant land) could be 
put to better use by a planned 
diversification to other crops 
bearing commercial potential. 
This would be more so in the 
backdrop of some areas within these tea grants being unsuitable for 
tea cultivation or which may not yield commercially viable output" 
said Mr. Aditya Khaitan Managing Director McLeod Russel and 
Mr. A K Jajodia MD (Assam Co.Ltd) The Assam Company Ltd was 
founded in 1839 and is the pioneer tea plantation company. 





Mr.KK Jajodia, CHAIRMAN 
Assam Company Ltd 


In 1845, Her Majesty Queen Victoria awarded the "Royal 
Charter" to the Assam Company Ltd by a Deed of British 
Parliament, the then Empress of India in recognition of its 
pioneering excellence 
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Source: Indian Tea Association ©, ° ЖҮЙ» 


During Jan-Mar 2005, tea imports into India crease бї 
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realizations on Indian teas have 
been witnessing a downward trend. 
"Sn Lanka and Kenya have their 
cost of production much lower than 
ours because of labour cost. The 
government of India is aware of the 
problem and is considering it. The 
Indian companies also have been 
trying to make better quality of teas. 
Bangladesh is not much of 
competition to India and China 
produces typical kind of teas as we 
know and their tea has a special 
market which we are not in 
competition with at the moment, 
asserted Mr. A K Jajodia, MD, Assam Company Ltd . Mr. Aditya 
Khaitan, MD, McLeod Russel said "India with its high cost of 
production will always be disadvantageously placed against Kenya, 
Bangladesh, China, Vietnam, etc. and would make it difficult to stand 
in the price competition. While the price of certain regional varieties 
remain competitive for certain months of the year given the seasonal 
variations which are pronounced in Indian tea, it is becoming more 
apparent that India per se would be better served if it were to concentrate 
on quality and market servicing aspects to sharpen its competitive edge. 
It would also have to focus on markets which have shown intrinsic 
preference for India tea". 


Aditya Khaitan 
Managing Director 


The Union Govt. have announced "special package" that is still to be 
implemented for uplifting the quality of Indian tea in the world scenario. 
"The special package announced by the Union Government for tea is 
presently under active consideration. The benefit that will accrue 
subsequently will be that the bushes which are at present 50 years or 
older will be up-rooted and replanted with much better planting 
material, both in terms of quantity and quality and the whole process 
would be subsidized" said MD Assam Company Ltd. "There is yet no 
announcement of any "Special package", the Industry and the Central 
government have been focused on the need for introducing a Special 
Purpose Tea Fund to encourage higher levels of replantation and 
rejuvenation in the industry. This initiative would be needed to address 
the constraints which most tea companies face towards accessing long 
term funds for plantation and rejuvenation programmes which have a 
long gestation" _ о sad Mr. Aditya Khaitan, MD 
McLeod Russel 02 


Tea Prices 

In the last three months, tea prices have started declining at 
Colombo and Mombassa auctions. Prices at Kolkata auction had 
shot up to Rs80 per kg in April 2005 however, in May the prices 
have declined to Rs72.9 per kg. The average worldwide tea prices 
declined by 4.2% yoy and by 6.7% mom to Rs70.4 in May 2005. 
Tea prices at the Colombo auction fell 6.6% mom but are up 
marginally by 0.5% on yoy basis to Rs76.9 per kg. 





Source: World Bank Development Prospects Pinksheet 
Note: International prices have been converted at an exchange rate of Rs43.66. 


Competitive countries’ restraining the production cost has always 
remained a serious concern for tea players "The production cost 
in India is the highest amongst all nations producing tea. The 
reason is the high social and other mandatory costs" said Mr. AK 
Jajodia MD Assam Company Ltd. With the extensive labour 
problem, which has been a serious concern for the Indian tea 
producers for generating quality tea in the world market, "Tea 
Plantation sector in India is well aware of the compulsions to 
enhance labour productivity as a means to remain competitive. 
Recent wage agreement has therefore sought to incorporate a 
productivity element which seeks encourage higher worker 
productivity through a structured incentive while at the same time 
introducing penalty for performance below set task" said Mr. 
Aditya Khaitan, MD McLeod Russel. 
Recent studies shows that Tea Board plays : ac cn cial role in order to 
bring Indian Tea Industry into the limeli a ofi h 
"Tea Board has recently introduced a Te 
Control Order to strictly monitor sd check i the quali of importe 
tea for re - exports and on d * pisce designated - 
ies. vou en auality 
— — His — t this оша ег — S 















Исе ТОРЕЛ К E ! — At 

M “BS ' іта ақпан че Оу | exporting, 
E E к "Indian tea, the future of the tea | 
А ? - 4 | 


he first їса company in the 
world, is engaged іп the 
development of the region for 
over 160 years. Carrying forward the 
Legacy of success in tea plantation 
Assam Company recently formed Ой 
and Natural Gas Division which forayed 
into the exploration and production of 


hydrocarbons in the Assam Region. 


Allotment of 5 (Five) Oil Properties : 


One Ехріогапоп Block - AA-ON/7 
measuring 1450 sq km. and 4 (Four) 
Discovered Fields i.e. Amguri, Laxmijan, 
Bihubar & Barsilla all located in the 
Assam-Arakan Basin have strenthenth 
our vision of putting Assam prominently 


on thc oil map of the world. 
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Headquarters of the State Bank 
of Saurashtra at Nilambaug 
Chowk, Bhavnagar, Gujarat 
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ith its roots firmly entrenched in the soil of Saurash- 
We: the State Bank of Saurashtra (SBS) is a grow- 

ing and progressive institution. Prior to 1948, the 
region of Saurashtra, which presently forms a part of Gujarat 
state, comprised of many small, medium and large princely 
states. After the princely states were integrated to form 
Saurashtra that year, the need to amalgamate five "darbar 
banks" and convert them into a single state-owned bank was 
felt to serve as an instrument for developing the economy of 
the region. Accordingly, the Bhavnagar Darbar Bank was 
formed into a statutory corporation, called State Bank of 
Saurashtra, under the Saurashtra State Bank (Amalgama- 
tion) Ordinance, 1950. The bank became an associate bank 
of State Bank of India (581) under the State Bank of 
India (Subsidiary Bank) Act, 1959. 

The bank aims at corporate excellence and profit max- 
imisation with a focus on the customer by means of product 
development, improvement in technology and harnessing 
potential for growth in alignment with national objectives. 
Excellence in man-management and optimal use of human 











Customer service, 
corporate excellence 
and technology 
| initiatives are the driving 
force for the State Bank 
of Saurashtra 


To be the premier public sector bank of Gujarat aiming 
at growth and profit with focus on customer delight by 
means of improved technology, product development, 
excellence in service, thus harnessing the potential for 
growth in alignment with national policies and priori- 
ties in a planned manner to meet growth challenges 


resources have been the bank's cornerstones in establishing 
a position of eminence for itself. With a thrust on technology 
and quality services, it derives strength from an extensive net- 
work of branches equally distributed in the rural, semi-urban, 
urban and metro centres. 


Network 


he core strength of the bank lies in being a compact unit 
with 424 branches. This facilitates easy and faster 
communication especially with regard to decision-making. 
Another forte of the bank is the positioning of its branches in 
the state of Gujarat—its main area of operation and one of 
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the most prosperous states in the nation. In Saurashtra, 
where the bank has a deep penetration, it enjoys an 
unparalleled trust among its clientele. Coupled with a dedi- 
cated and trained manpower, it gives the bank a unique po- 
sition in the banking area in Gujarat. It has a strong network 
of 261 branches in Saurashtra and 163 branches spread over 
other parts of the country. 

The bank is present in 14 states and two Union 
Territories (urs). It has lead bank responsibilities in seven 
districts in the state of Gujarat, besides the ur of Diu. It 
commands a market share of 37.88 per cent in advances 
and 32.33 per cent in deposits in Saurashtra. 


echno 


"T he bank has taken to technology fast and achieved 

! success in implementing several technological initiatives 
much ahead of many other public sector banks (PsBs) and 
also within the State Bank group. It has achieved 100 per 
cent computerisation ahead of all PsBs in Gujarat. When the 
focus shifted to networked solutions through core banking, 
it again achieved it much ahead of other banks. It is the third 
PSB to bring all its 424 branches under core banking. With 
100 per cent of the branches networked, the bank has been 
able to offer services and products based on the state-of-the- 
art technology. 585 has made all its branches real time gross 
settlement (RrGs)-enabled and is the first Pss to cover all 
branches under the scheme. With an ATM base of 175 units, 
its customers have access to more than 10,000 ATMS out of 
which the services of around 6,000 arms of the State Bank 
group are available free of cost. Anywhere banking has 
become possible now with the introduction of "core power". 
With this facility, customers of sBs can transact banking 


business at any branch. 
Chairman, State Bank group, A.K. Purwar inaugurating a 
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Chairman, State Bank group, inaugurating 
518) core banking branch in February 2005 





rriority sector advances 

~T he bank has continuously maintained a high standard in 
| meeting several benchmarks set by the Indian govern- 

ment and the Reserve Bank of India (RBI). Priority sector 

advances represented 45.64 per cent of net bank credit as 

against 40 per cent benchmark at the end of March 2005. 
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Agriculture finance 
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Priority sector’ 2341.38 2912.20 3218. 23 
advances 

% to Net 45.63 45.64 45.85 
bank credit 

AGLadvances 972.79 1209.82 1284.84 


| t was one of the only seven psgs to have been 
Í felicitated by the Union Finance Minister 
P Chidambaram in September 2004 for 
its achievement іп agricultural lending. 
Agriculture finance, which constituted 18.96 
per cent (March 2004) of net bank credit, is 
well above the benchmark of 18 per cent as 
prescribed by the RBI. The bank's agriculture 
finance has been consistently increasing over 
the years under both direct and indirect 
agricultural lending. 

ш Against a target of 30 per cent increase over 
the preceding year, achievement was 32.68 
per cent during 2004-05. 

ш Against a disbursement target of Rs 795.14 
crore for the half-year till September 2005, the 
bank disbursed Rs 984.80 crore, achieving 
123.85 per cent of the target. 

m 2,27,707 released kisan credit cards for all 
eligible borrowers. 
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"Ours is a perfor- 
mance-driven bank" 


The State Bank of Saurashtra (585) has registered tremendous 
success since its inception thanks to innovative policies and 
programmes. S. K. Singh, Managing Director, talks about the 
growth in all these years. Excerpts from an interview: 


Q: Where does the State Bank of Saurashtra stand in the 
banking sector? 





A: State Bank of Saurashtra is an associate bank of State 


Bank of India and the bank's achievements іп 
respect to both business and qualitative areas have been 
very impressive during the last three years. With significant 
upgradation brought about in the area of technology, 
efficient management of wPA portfolio of the bank and 
excellent growth achieved in priority sector lending— 
covering vital segments of economy like agriculture, ssi and 
also export—sss has earned for itself a place of eminence 
in the Indian banking industry. 


Q: Could you elaborate further on the bank's achievements 
in priority sector lending? 

A: The bank's performance so far as priority sector lending 
is concerned has been one of the best in the banking 
industry. The bank's total credit to the farm sector consti- 


| 


Í 
| 


| tutes 18.96 per cent of net bank credit (as on March 2004), 


which is much better than the benchmark of 18 per cent 
prescribed by RBI. The percentage of bank's credit to ssi, 


| which stands at 15.37 per cent of net bank credit, is the 
` highest among all public sector banks. It will not be out of 
| place to mention that the share of export finance to total 


bank credit is 13.07 per cent as on September 2005, which 
again is well above вв! benchmark of 12 per cent. 


Q: Adoption of technology for better efficiency and customer 
servicing is now a benchmark for evaluating a bank's 
performance. How tech-savvy is SBS? 

A: Many new initiatives have been taken by the bank 
during the last three years to bring about technological 
upgradation. All the branches were fully computerised 
before the end of the year 2003. All our branches have also 
migrated to core banking solution to 
provide "anywhere banking" facility to 
the customers of the bank. We were the 
third public sector bank to have com- 
pleted this project. As on date, all our 
branches are also RTGS-enabled. 


Q: Which of your products and schemes 
have been a great hit? 

A: We have evolved some of the most 
innovative products. Three of them stand 
out—laghu udhyami credit card scheme 
for ssi units, samadhan manch scheme 
for settlement of NPA as well as written- 
off accounts and the scheme for diamond 
processing units. The laghu udhyami 
credit card scheme enables small 
borrowers like retail traders and ssi units 
to get hassle-free loans up to Rs 10 lakh. 
The samadhan manch, which is akin to 
a lok adalat, is a scheme under which we 
organise camps for settling NPA and 
written-off accounts on the spot. We have 
resolved a few cases in such camps to the benefit of the bank 
as well as the customers. One of the factors behind its 
success is the fact that it is handled by senior sBs officers. 
The scheme for small diamond processing units is also à 
great success because it is designed to finance the receiv- 
ables and overheads in respect of diamond processing units 


Q: What are the future expansion plans of 585? 
А: Since in Saurashtra we have covered most important cen- 
tres, we plan to enlarge our coverage in other commercial 


| centres of Gujarat like Ahmedabad, Surat and Vadodara. We 





are also planning to open a regional office in Surat. 
Beyond Gujarat, we wish to have our presence in all state 
capitals and important business centres. We have created 
a new zonal office in Mumbai, alongwith a regional office 


| attached and another regional office based in Delhi. 
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Small & medium enterprises 


ts percentage of total ssi advances to net bank credit has 
remained the highest amongst all Psas in the last five years. 
ssi advances amounted to Rs 1,078.66 crore (15.37 per cent 
of net bank credit). To accelerate its services, the following 
schemes have been introduced: 
m Loan scheme for financing small diamond processing units. 
ш Swarojgar credit card scheme: Credit facility extended for 
composite loan upto Rs 25,000 for rural artisans. 
ш Laghu udhyami credit card scheme: A scheme to provide 
hassle-free credit facility to small borrowers, retail traders and 
ssi units upto Rs 10 lakh. 
ш SBS-SIB credit card scheme: Loan product based on credit 
scoring for loans upto Rs 10 lakh. 
Ш sBs-SME smart score scheme: Product for credit limit above 
Rs five lakh and below Rs 25 lakh based on credit score. 
m Cyber plus scheme: For extending assistance to cyber cafes 
being set up in rural areas through a tie up arrangement. The 
maximum loan amount is fixed at Rs 49,000. 
а Paryatan plus scheme: A special finance scheme to 
promote tourism-related business activities in all centres. 


FINANCE TO SMALL-SCALE INDUSTRIES THE SHARE OF SSI 
ADVANCES TO NET BANK CREDIT OF THE BANK (Rs in crore) 





Net bank credit 
5,131.40 


551 adv | % SSi to NBC 
785.17 15.30 
1,078.66 15.37 


March 04 
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Export finance 


Export credit as on September 30, 2005 at Rs 917 crore, 
constitutes 13.07 per cent of the bank's net credit, 
surpassing the prescribed benchmark of 12 per cent. 
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Gross NPA-Lowest among PSBs 


on-performing asset (NPA) management of the bank 
NN continues to be on track and result-oriented during the 
past four years. That its asset quality is improving day by day 
is reflected through a decrease in NPA both in absolute and 
percentage terms. Standard assets to total assets, which 
were standing at 85.43 per cent as on March 31, 2001, 
improved to 97.30 per cent ason March 31, 2005. The gross 
NPA ratio which was at 14.57 percent as on March 31, 2001 
stands reduced considerably to 2.70 per cent as on March 
31, 2005. The gross NPA of the bank at Rs 183 crore is the 
lowest amongst all PsBs, Net NPA ratio has also improved 
considerably from 7.30 per cent as on March 31, 2001 to 
1.40 per cent as on March 31, 2005. 

The total reduction in NPAS during 2004-05 is Rs 140.43 
crore which includes cash recovery of Rs 42.90 crore and 
upgradation of Rs 44.49 crore, both constituting 62.23 
per cent of total NPA reduction. 
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Its strategies to enhance the quality of assets are: 

ш The managing director, chief general manager and other 
top management functionaries and controlling authorities 
monitor NPA accounts as per prescribed cut-off limits. 

ш Successful and effective use of securitisation act for 
recovery of dues from defaulters. 

m The bank has devised a unique scheme for settlement of 
dues from chronic defaulters called “sss Samadhan Manch". 
Recovery camps are organised at multi-branch centres. The 
response in respect of samadhan manch has so far been 
spontaneous and very impressive. Cash recoveries in written- 
off accounts amounted to Rs 44.35 crore as against Rs15.61 
crore (in 2003-04) registering a rise of 284 per cent. 

@ The bank has introduced RBI OTS for SME NPA borrowers and 
made efforts for eligible sME borrowers to avail the benefit of 
the scheme and settled their dues. 

m The bank is actively participating in the corporate debt 
restructuring (сов) forum. 


Industrial finance 


he bank has been а pioneer in the field of financing ship- 

breaking activities and has played a catalytic role in the 
development of Alang ship-breaking yard, near Bhavnagar, 
one of the largest ship-breaking facilities in Asia. It has made 
significant contributions to facilitate manufacturing activities 
of diamond-processing, textiles, chemicals, petrochemicals 
and many other industries thriving in Gujarat. Clusters of 
industries such as ceramic tiles in Morvi, brass parts in 
Jamnagar and oil engines in Rajkot, to name a few, have been 
assisted under the bank's liberalised credit schemes. 

It has played an active and pioneering role in the 
promotion and growth of the diamond exports, which is one 
of the leading industries of Gujarat. The bank, with an 
aggregate credit exposure in excess of Rs 700 crore has 
assisted a large number of small, medium and large diamond 
processing and exporting units. 

Apart from the above, the bank has also extended finance 
to many mid-corporates. Credit-Deposit (ср) Ratio for bank 
as a whole was 57.01 per cent at the end of September 2005 
as compared to 56.04 per cent on March 2005. 


Retail banking 


he bank has a pool of 17, 82,000 customers who have 

savings bank accounts with different branches. A rural 
customer is as well-connected to the latest banking technol- 
ogy as an urban customer. In rural, semi-urban, urban and 
metropolitan areas, core banking provides latest in banking 
services. This, coupled with customer-friendly approach of 
the staff, has made the bank fully equipped to attain new 
heights in times to come. 

SBS Offers a variety of facilities to all its customers—from 
a big corporate to a common man. In the area of retail finance, 
its major schemes are housing loans, vehicle loans, personal 
loans, mortgage loans, education loans and loans for 
two-wheelers. The bank has introduced new innovative 





products including: 

W SBS X-press credit for instant credit to the salaried class. 
B sBs equity plus for facilitating investment in equity market. 
W 585 realty for financing purchase of land for housing. 

8 585 maxgain to reduce interest burden under housing loan 


The bank's retail lending portfolio grew by 29.86 per cent 
during 2004-05. Housing loans to public recorded a growth 
of 78.08 per cent. Growth under education loan, personal 
loan and mortgage loan registered growth of 54.94 per cent, 
52.95 per cent and 49.37 per cent respectively. In keeping 
with national priorities, the bank's disbursement under hous- 
ing loan also included Rs 39.83 crore for rural housing. 


Business process re-engineering 


о take advantage of the technological revolution 

happening in the banking industry, 585 has introduced 
"business process re-engineering" (BPR) initiatives. 

These are aimed at radically redesigning business 
processes to bring about improvement in performance 
including increase in customer satisfaction and convenience, 
improvements in credit quality and response time, simplifi- 
cation of processes, keeping pace with technological 
changes, improving market share and quality of business. 

The spr initiatives introduced by the bank are grahak 
mitra, drop box, relationship manager, retail assets and small 
enterprises, credit cell and currency administration cell. To 
make banking a pleasure, initiatives in the area of improving 
ambience of the branches have been taken. 


Community service 


he bank has undertaken several community service 
activities at all its branches. It has actively participated 
in the nationwide campaign for polio immunisation by 
displaying banners, hoardings and purchase of vaccine 
carriers. It donated Rs 23 lakh to the Prime Minister's 





Grahak Mitra: A business process re-engineering initiative 
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National Relief Fund during the year 2003-04 for the wel- 
fare and rehabilitation of flood-affected victims. It also do- 
nated Rs 20 lakh to the Prime Minister's National Relief Fund 
during 2004-05 for the welfare and rehabilitation of tsunami- 
affected victims and their family members. 

sBs has donated Rs 3.50 lakh for two consecutive years 
to the Life Line Foundation in Vadodara for the Highway 
Rescue Project (HRP) on NH-8A. It has also donated Rs 5 
lakh to the Him Jyoti Foundation in Dehradun, which is 
engaged in noble cause of supporting children from 
economically weaker sections of the society. 


Regional rural banks 


he bank has sponsored three gramin banks namely, 
Jamnagar Rajkot Gramin Bank, Surendrnagar Bhavnagar 
Gramin Bank and Junagadh Amreli Gramin Bank. All the 
three regional rural banks (RRBS) sponsored by the bank have 
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e Business Today - KPMG survey ranks the bank the 
4th Best Bank amongst PsBs (2003-04). 


e Third pss to migrate all branches to core banking. 
e First pss to cover all its branches under RTGS. 


e Gross NPA in absolute term (Rs 183 crore) is the 
lowest best amongst all psss (2004-05). 


e Ratio of gross NPA to gross advances is the 2nd best 
amongst PSBS. 


e Net NPA at 1.4 per cent. 


e Percentage of priority sector lending to net bank 
credit at 46 per cent is much above the benchmark 
of 40 per cent. 


e It was one of the only seven PsBs to have been 


felicitated by Union Finance Minister 
P. Chidambaram in September 2004 for its achieve- 
ment in agricultural lending. 


e ssi advances to net bank credit is 14.16 per cent 
(15.37 per cent till Sept 2005), which is the 
highest amongst all PsBs. 


e Export credit to net bank credit is 13.07 per cent 
(Sept 2005) against the prescribed benchmark of 
12 per cent. 


SET ON FAST TRACK 
On the business front, the total business of the 


bank increased by Rs 3,230 crore at 20.5 per cent 
to reach Rs 18,958 crore at the end of March, 
2005.The deposits of the bank grew by Rs 1,864 
crore to reach a level of Rs 12,151 crore, register- 
ing a growth rate of 18.1 per cent. Total advances 
of the bank grew by Rs 1,366 crore at a growth 
rate of 25.1 per cent to reach a level of Rs 6,806 
crore at the end of March, 2005. 5в5 business has 
doubled to Rs 20,300 crore as on September 30, 
2005, during the last four and half years, from 

Rs 10,194 crore as on March 31, 2001. 


been doing exceptionally well for many years now. The three 
RRBS have been making profits consistently over the years. 
The Jamnagar Rajkot Gramin Bank was adjudged the best 
RRB in 2003-04 while Surendernagar Bhavnagar Gramin 
Bank has been adjudged the best ввв in Gujarat State for the 
year 2004-05. The bank has proposed to government of 
India (through NABARD) to merge all the three RRBs to form a 
new and stronger entity covering the whole of Saurashtra. 


Further autonomy 


О; the basis of banks' achievements with respect to four 
important parameters—profitability, capital base, 
quality of asset and capital adequacy ratio—the government 
has awarded autonomous status to some of the PsBs. The SBS’ 
excellent performance in each of these areas has enabled it 
to enjoy further autonomy from the government of India. 
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ACUMEN 2005 





Super Achievers In 


Delhi Durbar 











A round-up of the National Finals of the Business Today- 
Aditya Birla Group Acumen 2005, held in association 
with Tata Consultancy Services. 


HE DAY OF THE ACUMEN 

2005 national finals 

dawned crisp and cold. 

The stage was set at 

Uppal's Orchid, a 
charming resort nestled amidst 
greenery near the Indira Gandhi 
International Airport. Nattily 
dressed MBA students could be seen 
around, some biting their nails in an- 
ticipation of the "battles" ahead, 
and others rehearsing their debate 
arguments. The day started off with 
the master of ceremonies Karishma 
Mansata welcoming everybody to 
the Business Today-Aditya Birla 
Group Acumen 2005 national fi- 
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nals, in association with Tata 
Consultancy Services (TCS). She 
then invited Harsha Bhogle, the 
popular cricket commentator and 
host of Acumen 2005, on stage, 
and who kicked off the day’s pro- 
gramme by calling on stage Sanjoy 
Narayan, Editor, Business Today, 
for a welcome speech. 

The first semi-finals of the 


debate started off on a thrilling 
note. The topic was “Manufacturing 
is the real measure of an economy’s 
health, not services...” and was held 
between the West Zone regional 
winners Symbiosis Centre for 
Management and Human Resource 
Development, Pune (SCMHRD), rep- 
resented by Anish Basu Roy and 
Gautam Narang, and South Zone 
regional winners Indian Institute of 
Management, Kozhikode (IIM-k), 
represented by Anudeep Nagalia 
and Saurabh Sharma. The debate 
was extremely spirited, with IIM-K 
quite obviously bowled over by 
India’s If prowess when SCMHRD 







equated the manufacturing 
sector to a human bodies' 
pulmonary system and serv- 
ices to the nervous system. 
Questions about manufactur- 
ing being a regulated sector 
and, therefore, suffering from 
stunted growth, were raised 
by the judges who were ex- 
tremely rigorous in their ques- 
tioning. SCMHRD agreed whole- 
heartedly by saying that serv- 
ices had grown by default and 
not design, whereas IIM-K 
raised the point that it is in- 
deed the disposable income 
available to the people in the 
services' sector that creates de- 
mand for manufactured goods. 
The result: SCMHRD advanced 
to the finals with their advo- 
cacy of old economy and man- 
ufacturing. 

The second semi-final deb- 
ate of the day was an intrig- 
uing "It's not innovation that 
matters but execution..." The 
B-schools in the fray were 
North Zone regional winners 
Institute of Management 
Technology, Ghaziabad (IMT), 
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DEBATE 


Winner 1st Runner-up 
IMT-Ghaziabad (Top Left) SCMHRD (Top right) 
Varun Malhotra Gautam Narang 
and and 
Mayank Mishra Anish Basu Roy 
2nd Runner-up 3rd Runner-up 
IIM-Calcutta IIM-Kozhikode 
Abhimanyu and Anudeep Nagalia 
Abhimanyu Ganesh and Saurabh Sharma 





Judges Day Out: Shailesh Dobhal, Associate Editor, 
Business Today, Shekhar Banerjee, Vice President, 
Marketing & Communications, Tata Infotech, Charles 
Barney Jenurius, CEO, Carat India, and Jayant Dua, 
CEO, Birla NGK Insulators, Aditya Birla Group. 
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represented by Mayank 
Mishra and Varun Malhotra, 
who got vociferous home sup- 
port, and East Zone regional 
winners Indian Institute of 
Management, Calcutta (IIM- 
C) with Abhimanyu and 
Abhimanyu Ganesh. The latter 
supported the topic with exa- 
mples of supposed failures by 
Apple and Philips that were 
vehemently opposed by IMT, 
whose team ingeniously called 
'good innovation' a three-step 
process that includes innova- 
tion, implementation and ex- 
ecution. IIM-C raised quite a 
furore about the inclusion of 
execution in innovation, but 
IMT retorted with a quick re- 
ply: Karsanbhai Patel. The 
man who took on the FMCG 
giants with an innovative sales 
strategy combining innova- 
tion in an idea and its execu- 
tion was ample defence. IMT 
raised another pertinent point 
in their rebuttal—why do 
marketing managers get paid 
more than sales managers if 
execution is more important? 
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This was in response to a 
judge's question—lIs the 
creation of man an act of 
innovation or execution? IIM- 
C called man a great innov- 
ation gone wrong during 
execution. The innovative 
IMT team went on to win and 
met SCMHRD in the finals. 
The National B-school 
Quiz finals saw four teams, 
with three of them from IIM- 
Ahmedabad (Adwaita Cha- 
udhuri and Devadas Kris- 
hnan), Bangalore (Swamin- 
athan G. and Thejaswi Udu- 
pa) and Calcutta (Apoorva 
Oza and Satyajit Dixit). The 
lone ranger representing 
North Zone B-schools was 
Indian Institute of Foreign 
Trade, Delhi (ПЕТ), repre- 
sented by Sumeet Kaul and 
Avinash Kumar. Questions 
ranged from—Who can 
rightfully claim to be read- 
ing Playboy for its articles to 
who was the first man to 
have appeared in a Lux ad? 
The answers of course being 
the Braille edition and Paul 
Newman, respectively. The 
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SCHOOL QUIZ 
Міппе! Lst Runner-up 
IIM-Bangalore (Top Left) IIM Ahmedabad 
Swaminathan G. Adwaita R. Chaudhuri 
and Tejaswi Udupa K. and Devadas Krishnan 
2nd Runner-u зга Runner-up 
IIM-Calcutta (Top Right) IFT, Delhi 
Aproova 0za and Sumeet Kaul 
Satyajit C. Dixit and Avinash Kumar 





Rapt attention: The audience is all ears as contestants 
vie for their moment of glory 


Headlines Tode 


SHARP MEWS FOR SHARP PEOPLE 
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TATA CONSULTANCY SERVICES taking 19014 То THe WORLD 
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first few rounds of Straight 
Bat and Hawk Eye saw ПЕТ 
racing off to a good start but 
the round of Br Cover Story 
saw them take a few risks 
and lag behind. Questions 
like— What was the subject 
of the Rolling Stones' song 
"Mother's little Helper’ and 
which automobile gained 
prominence during opera- 
tion desert storm had the au- 
dience whispering answers 
Valium and Hummer, 
prompting a rap on the 
(imaginary) knuckles from 
quizmaster Bhogle. 

The round of Tcs Go For 
It saw all teams floundering, 
except IIM Bangalore, which 
took a lead in this round, 
never to look back. Aditya 
Birla Group Clean Sweep, 
Bookie’s Corner, Turning 
Track and Slog Overs saw 
ПМ-А catch up from a dismal 
last to a respectable second. 
B-school Debate Final 
The Acumen Debate Final 
between Institute of 
Management Technology, 
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Distance Education Distance Learning 


(2 years) 









E-Learning 
Package 


The MBA Program of ICFAI will broaden your business acumen and sharpen 
your analytical insights. The unique combination of both Indian and 
international perspectives and the general management focus will give 
you an edge in your career progression and will prepare you to act effectively 
as a manager in the ever-changing business environment. 


The unique features include quality courseware; e-learning package; training 
classes; case-based learning; web support; electives in seven disciplines 
and examinations every quarter. Equated monthly instalment (EMI) facility 
is available for payment of fee. Placement assistance is provided to all 
successful students. 


ty : Graduates (any discipline) 


For details, please contact ICFAI branch in your city 
(for address, please visit www.icfai.org) 
Alternatively you can contact: ICFAI Center for Distance Education, 


ALCHEMIST 23, Nagarjuna Hills, Punjagutta, Hyderabad 500082. 


— SERVICES — Ph: 040-23430431-36, Fax: 040-55639711. Email: info@icfai.org 





For online registration, visit: www.icfai.org 
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Ghaziabad, and Symbiosis Centre 
for Management and Human 
Resource Development (SCMHRD), 
Pune, lived up to the grand finale 
image, with both the teams giving 
their debating best. The topic, 
‘Globalisation benefits only the de- 
veloped countries’ was apt, given the 
backdrop of the World Trade 
Organization (WTO) Ministerial in 
Hong Kong. 

SCMHRD, speaking for the mo- 
tion, argued that it's an unequal 
relationship, and that the devel- 
oped world keeps the developing 
world just about sufficiently inter- 
ested and engaged in multilateral 
trade, and that the developing world 
just gets to have the crumbs thrown 
at it by bodies such as the WTO. 
Not very convincing, but then it 
was difficult for anyone to argue 
forcefully in favour of such a topic, 
and SCMHRD's Anish Basu Roy and 
Gautam Narang were no Noam 
Chomsky or Joseph Stigler. 

Speaking against the topic, the 
IMT team of Mayank Mishra and 
Varun Malhotra argued very im- 
pressively and with relevant exam- 
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Winner (Top left) 


Prashad Shetty, 
Kotak Life Insurance/ Kousali Institute 
of Management 
A.P. Alagarsamy, 
ICICI Bank/ Osmania University 





1st Runner-up (Тор Right) 
Subhendu Roy, 
ICICI Bank/ ПЕТ 
Tathagata Chatterjee, 
Rediffusion DY&R/ Indian Institute of 
Social Welfare & Business Management 


2nd Runner-up 
Arvind K, SBI/ IIM-Lucknow 
Shiju Thomas, 
Bases/ IIM-Bangalore 


3rd Runner-up 


Rathindra Basu, 
ESPN Star Sports/ IIM-Calcutta 
Sanjay Verma, 
Cushman & Wakefield/ Management 
Development Institute, Delhi 





ST ZONE 


ples such as McDonald’s creating 
jobs for Indians, that globalisation 
benefits everyone involved, and 
that the skeptics tend to confuse 
and play on the relative benefits 
accruing to the developed and the 
developing world to present a dis- 
torted picture. 

The tough part for the partici- 
pants, however, was taking on ques- 
tions from the four judges: Santrupt 
Misra, Director, Aditya Birla 
Management Corporation Limited, 


Jayant Pendharkar, Vice President 


(Marketing), Tata Consultancy 
Servcies, Krishan Dhawan, 
Managing Director, Oracle India, 
and Sanjoy Narayan, Editor, 
Business Today. If it was not for 
globalisation, how could the IT 
and ITES benefits accrue to India, 
asked Mr Narayan to the SCMHRD 
team? And *how can you defend a 
body and its processes, when even 
its decision-making process is un- 
equal?" asked Dr Misra to IMT on 
WTO? In a fiercely contested final, 
it was IMT Ghaziabad that came 
out winners of the Business Today 
Acumen Debate Final 2005. 
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Business Research | Credit Research | Equity Research 
Country Reports | Industry Reports | Company Reports 





Cygnus is a world-class knowledge products and services organization focused on 
enabling its customers grow profitably. 





Global Industry Monitors 
Cygnus publishes a range of Business Intelligence products like Country Reports, ы siia айд: ме 
Global Industry Insights, Global Industry Monitors, China Industry Monitors, Indian ) 
Economy & Industry Monitors and Quarterly Performance Analysis of Industries & 
Companies (QPAC). They cover a range of sectors - both manufacturing and services 


and provide the needed knowledge inputs for decision making. 








Besides, Cygnus takes up customer specific projects in areas like Industry Surveys, | 


Market Entry Strategies, Techno Economic Viability Studies and Equity Valuations. China Industry Monitors 


Rs. 15,000 for 12 Issues 
Our prestigious customers include Industry & Trade Associations (СІІ, FICCI), Banks, LOW 
(SBI, SBH, ОСО Bank, Unitied Bank of India), Corporates (Dr. Reddy Labs, HPCL, 
Kodak, Nicholas Piramal, Monsanto, TCS, Wockhardt) and Business Schools (IBS, 
ISB, NITIE). 


Cygnus 


Business Consulting & Research 


Cygnus Business Consulting & Research | 
4th & 5th Floors, Astral Heights, | 





Indian Economy & Industry Monitors 
Rs. 15,000 for 12 Issues 














Road # 1, Banjara Hills, Hyderabad - 500 034, . Quarterly Performance Analysis of Indian 
Tel: 040-23430202-07, Tele Fax: 040-23430201, 2 | Industries and Companies 

Email: info@cygnusindia.com. WWW.Cygnusi ndia.com Rs. 12,000 for 4 Issues 

bind : 2% E QW. трати | Subscribe to our industry monitors online or by 


Bangalore 51311229 ө Chennai 42122168/819 € Kolkata 22890642/3 € Mumbai 22870612/4 ө New Delhi51520651/2 | Contacting us at : info@cygnusindia.com 


ПМР І ACNTC Alumni Quiz Final 

The Acumen Alumni Quiz 
Final was a cracker of sorts. With 
the four teams—each represent- 
ing North, South, East and West— 
at their professional best, the ques- 
tions from quizmaster Harsha 
Bhogle came in fast and thick, with 
many a question going abegging 
for answer. Sample some really 
weird questions: Why is the euro 
500 denomination note called a 
Bin Laden in Italy? Because, 
though it exists, no one has seen it 
lately. Which cult-classic 
Hollywood film is infamous for 
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Acumen 2005 National Finals Debate Winners: Varun Malhotra and Mayank virtually cursing most brands, such 
Mishra receiving Acumen Trophy from Sachin Pilot, MP and alumni, Wharton as Atari, bell and Coca-Cola, as- 
Business School, and Mr Jayant Pendharkar, Vice President (Marketing), TCS, as sociated with it? Blade Runner. 
Dr Santrupt Misra, Director, Aditya Birla Management Corporation, looks on Which bear Brand is named for 

an Archangel in Christian & 
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—— N Jewish mythology who only ap- 
ж. | pears in the Biblical Book of 
M | : Daniel? San Miguel. Arthur Conan 
Doyle once wrote an article about 
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Acumen 2005 National Finals B-school Quiz Winners: С. Swaminathan and 
Thejaswi Udupa receiving prizes from Dr Santrupt Misra 
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Acumen 2005 National Finals B-school Quiz First Runners-up: (L-R) Devadas Grand Audience Prize Winner: 
Krishnan, Mr Jayant Pendharkar, Mr Sachin Pilot, Dr Santrupt Misra, Mr Pavan Abhishek Matha receiving the Yamaha 
Varshnei, Publishing Director, Business Today, and Adwaita Chaudhuri Fazer Bike key from Harsha Bhogle 


FROM THE PODIUM 





Sachin Pilot, Member of Parliament, 
Chief Guest, Acumen 2005 





Dr Santrupt Misra, Director, Aditya Birla 
Management Corporation Limited 





skiing in this Swiss winter sports 
town, which is often recommended 
to patients recovering from lung 
disease. Which town? Davos. 

And though the teams were very 
competitive, the tone and tenor of 
the competition was relaxed. 

The team from South Zone, 


Acumen 2005 Googlies 


Till 1963, this company made only tractors. According to legend, the owner, 
a sports car collector, met Enzo Ferrari at a party and pointed out several flaws 
in Ferrari's designs. Enraged Enzo retored, “If you don't like the way | build 
my cars, why don't you go build one in that tractor factory of yours." The owner 
took up the challenge and which marquee resulted? 

Lamborghini by Ferruccio Lamborghini. 


McKinsey once set up a project to answer one question, "if we're so smart at 
generating great ideas, why are clients having problems implementing 
them?" The informal core group of 15 to 20 people who worked on the proj- 
ect between 1977 and 1981 had a star, Rajat Gupta. This study was later spun 
off into what? 

The bestselling “In Search of Excellence" by Tom Peters and Bob 
Waterman (both McKinseyites). 


In 2003, Steve Ballmer wrote a memo to his employees in which he famously 
stated "We've met the enemy, and its X". What is X? 
Linux. 


Between the years 1916-1931, which currency was the legal tender in 
what is now Iraq? 
The Indian rupee. 







Which company posted a record $98.7 billion loss in January 
2003, the biggest in corporate history? 
AOL Time Warner 


In 2005, who spent $200 million of his 
fortune upgrading the Central European | 
University, a graduate school he helped found 
in Budapest in 1991. This is the second 
largest endowment in European history 
after Oxford? 

George Soros. 


In 1999, Group M—a WPP global media-buy- 
ing company wanted to push AT&T's product 
awareness. Since traditional ads cost a lot, they came up 
with a product placement that was built into a TV 
programme. What brilliant idea did they come up with? 
The phone-a-friend in Who Wants to be a Millionaire. 


represented by Prasad Shetty and A. 
P. Alagarsamy, finally pipped the 
team from the East, represented by 
Subhendu Roy and Tathagata 
Chatterjee, to emerge winners. 
The event's chief guest, 
Congress МР, Sachin Pilot, an 
alumni of Wharton Business 


School, Mr Pavan Varshnei, Pub- 
lishing Director, Business Today, 
Dr Santrupt Misra, Director, Aditya 
Birla Management Corporation, 
Mr Jayant Pendharkar, Vice 
President (Marketing), TCs, Sanjoy 
Narayan, Editor, Business Today, 
gave away the prizes. Ш 
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25 CHALLENGES FOR INDIA 


From The Editor 


ISSENT AND DISAGREEMENT HAVE ALWAYS 

been the leitmotif of our public life. That 

is what makes India so vibrant, diverse 

and yet cohesive. So, contrarian pulls, 

pressures and arguments shouldn't re- 
ally be cause for comment. But I must confess to be- 
ing surprised—and a little disturbed—by the force 
and vehemence with which different sections of so- 
ciety have been attempting to force their beliefs 
down the throats of others. 

As a magazine, Business Today supports economic 
liberalisation and free trade; it advocates less intrusive 
state machinery and passionately supports greater 
transparency and individual freedom. There are 
sections that oppose these ideals on ideological or 
political grounds. I can live with that. To paraphrase 
18th century French philosopher 
Voltaire, I disagree with what they 
say, but ГЇЇ defend to the death their 
right to say it. That is the essence of 
democracy and the pillar on which 
the right to free speech rests. 

But alongside the lively, and 
sometimes prickly, debate on these 
issues, the country is engaged in 
other, more fundamental, arguments. 
The first concerns the future of the 
country's liberal space. 1 would like to 
believe that a vast majority of my 
countrymen are liberal in their 
personal beliefs; and that even when 
they strongly oppose some view 
contrary to their own, they do so 
in a sober, dignified manner. So I 
was more than a little perturbed at the hounding of a 
film actress by members of a political party; her 
*heresy": she had publicly aired a very common 
sense view of pre-marital sex. Such atavistic passions 
are reminiscent of 16th century pre-Reformation 
Europe, and, obviously, have no place in a country 
that is racing towards its 21st century destiny. 

Equally disturbing is the rise of isolationist 
tendencies in sections of our urban populace. I refer 
here to the recent agitations in Bangalore and Mumbai 
against the influx of white- and blue-collar workers 
from other states into these cities. Imagine! These are 
two of India's most cosmopolitan cities, and arguably, 
the two most globally recognisable urban Indian cen- 
tres. Yet, І haven't lost hope. Though the loony 
fringes may be grabbing the headlines and sound 
bytes, there's still a massive cosmopolitan constituency 
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that people like you and I can depend on. This class 
is apolitical and, therefore, voiceless. But in a 
democracy, numbers ultimately count; so no 
mainstream political party can afford to antagonise this 
mass of people. 

In parallel with this trend is the other, older, one 
of identity politics. At a time when the country is 
marketing itself as the world's human resource base, 
it is ridiculous that there are still people who believe 
that birth, and not merit, should be the passport to a 
seat at life's high table. Make no mistake; Business 
Today is all for affirmative action to help weaker 
sections of society find their feet in this world. But 
what is happening in its name makes a mockery of our 
stated goal of becoming a meritocracy. 

There are other fault lines across the secular- 
communal, transparency-corruption 
and openness-secrecy divides. The 
historical truth is that no entrenched 
elite has ever yielded its privileges 
to other pressure groups without a 
fight. And all these debates, fights 
and witch hunts are really manifes- 
tations of that battle. Fifteen years of 
economic liberalisation have dealt a 
heavy blow to historical hierarchies 
and levelled the playing field for most 
Indians. It has also created uncer- 
tainties and stress points in a deeply 
conservative society. And the old 
order is merely taking advantage of 
these to fight back. But such resist- 
ance is to be expected. Every country 
in the world has had to face, and 
overcome, such conflicts on their road to greatness; 
and there's no reason why India should be different. 

Meanwhile, for this 14th Anniversary issue, 
Business Today has identified 25 other, more tangible, 
challenges that the country faces. These, too, have to 
be addressed if we are to reach our goal of becoming 
a developed nation in the foreseeable future. And as 
in previous years, we've assembled a stellar line-up of 
contributors who offer their own unique insights 
into how to tackle them. The articles are insightful and 
thought provoking and will certainly make you think. 

On that note, let me wish all of you 
Merry Christmas and Happy New Year. 


Sanjoy балла 


SANJOY NARAYAN 
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Lenovo recommends Windows® XP Professional. 








MOBI 
TECHNOLOC 
THINKPAD 743 (1871AQ1) Notebook 
DISTINCTIVE INNOVATION 
Integrated Fingerprint Reader 
SYSTEM FEATURES THOSE WHO PREFER TO MAKE THEIR OWN RULES, PREFER A THINKPA 
ga ti sao — — Reasons? It comes powered with Intel® Centrino® Mobile Technology, and features that m; 
2 pe p — a big difference to growing businesses like yours — like protecting your notebook from ` 
ection 802.11 b/j most diligent hackers and restoring precious data after system crashes at the touch о! 
Windows* XP Professional button — making it a reliable, durable and secure investment. So get yours today, and + 
512 MB PC2 4200 DDR2 (533 MH2) 
SDRAM, 40 GB HDD can be sure of high returns at prices that will truly surprise you. 
DVD/CD-RW Com O, Bluetoo n, ° а н а-ы 
d lem. 35.6 ses (14 реч cO tor ThinkPad is now a product of Lenovo, a new global company uniting Lenovo and the former IBM PC Divi: 
|. year customer carry-in global under the Lenovo name. ThinkPad service and support continues to be available from IBM in India. 


warranty 


Rs. 87,900/-” 


The ThinkPad notebook range starts at Rs. 34,990/-* 








1600 425 4240 thinkpad.com/shop/in 
buy@in.lenovo.com ' i lenovo 


© Lenovo 2005. All rights reserved. ThinkPad and ThinkCentre are trademarks of Lenovo, IBM and the IBM logo are registered trademarks of IBM and are used under license. Intel, Intel logo, Intel Inside, Intel Inside logo, Intel Centrino, Intel Ce 
logo. Celeron and Pentium are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries. Microsoft and Windows are registered trademarks of Microsoft Corporation in the United States, 
countries or both. All offers subject to availability. Lenovo reserves the right to alter product offerings and specifications at any time without notice. Lenovo is not responsible for photographic or typographic errors. “Estimated street price. Sales tz 
other fevies extra. ThinkVantage Technologies are available on select models, not available on Linux/DOS models. MS DOS is not a standard inclusion in any of the products and can be included if required, at an extra cost. Visuals shown m 
represent the actual product O&M 1 
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One wants to be India’s Wal-Mart and th 
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Beauty meets Power. 
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соскрії аеѕідп аиагапіее sophisticated drivin > 
High-quality materials such as wood and alumit iu 
complete the luxurious appearance of the Audi A6. 
Your local Audi partner invites you to experience the 


Audi A6. 


Jubilant Enpro Private Limited Audi Call Centre 
Survey No. 6/1, Beratana Agrahara, Tel: 1800 11 2834 or 011 26153889 


15th K.M. Hosur Main Road, Bangalore 560 100, India Email: info@audi.co.in 
Tel: 080 28521548-50 Email: info@jubilant-audi.com 


The Audi A6 is the perfect combination of beauty and 

power. The aesthetic design is evident on the exterior 

The Audi AG. and in the interior of the Audi A6. From the outside, the 
car impresses with its dynamic and sporty bodyline. 


Vo rsprung durch Technik. Inside, the innovative technology and comfortable 





Island City Motors Private Limited Euro Motors Pvt. Ltd. 
Champion Seals Compound, 15-Parsi Panchayat Road, F-85 Okhla Industrial Estate, Phase - 1 
Andheri East, Mumbai 400 069, India New Delhi 110 020, India 


Tel: 022 56292834 Email: info@audimumbai.com Tel: 011 40510309 Email: info@audidelhi.com 







Your potential. Our passion 


Microsoft 








It's hard То work like a team when only the big players have remote access. With 

Microsoft® Exchange Server 2007, everyone сап connect and collaborate anywhere E 3 
they go through a unified e-mail, v-mail, and calendar system offering advanced BT) 
security. See how BT* is able to help its global team work more efficiently at 


microsoft.com/india/exchange 
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Presenting : monitor that keeps your child's eyes fresh. 


INTRODUCING THE REVOLUTIONARY 

SAMSUNG EYE FRESH TECHNOLOGY (EFT) MONITORS. 

Another first from Samsung, EFT monitors are not only easy on your 
eyes, they actually emit anions all around. Creating 
that keeps your eyes refreshed naturally. So now don't have to, > 
look elsewhere. Get the new Samsung EFT monitór and gift your. 42 







eyes what they deserve. 

EFT Monitors available in: 3 j 

594MG: 38cm (15) * 794MG: 43cm (17) * 798МВ+: 43cm (17) 4 
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Í : SAMSUNG INDIA ELECTRONICS PRIVATE LIMITED 
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Fim The Editor 


4ERE ARE FEW DOUBTS THAT ORGANISED RETAILING 
vill be one of the most action-filled businesses in 
idia over the next few years. And while first- 
movéike the Tatas, Kishore Biyani of the Future 
Ground Sanjiv Goenka of RPG Enterprises, to name a 
few, h: already established retail networks of varying 
scales, real boom in organised retailing is around 
the corn The potential is huge. After all, of the estimated 
Rs 14,4(90-сгоге market for retailed goods, a piffling 
3 per сепуаге belongs to organised players. No wonder 
then that {ian entrepreneurs have queued up to get a 
piece of thinfolding action. But the big news was the 
announcen: late last month that retailing’s 800-pound 
gorilla, Wañart, is coming to India via a joint venture 
with Sunil Mal’s Bharti Group. Wal-Mart, with world- 
wide sales 0f312 billion (Rs 14,04,000 crore), is both 
feared and acired and its entry, which will be closely 
watched, couiwell change the face of retailing here. 
What would l more interesting to watch would be 
Wal-Mart's facoff with another new entrant, India's 
Reliance Industis, which, helmed by Mukesh Ambani, 
has already unve a massive retailing venture that will 
invest Rs 25,000 ore. In many ways, 
Reliance is tryingo do what Wal- EEE 
Mart does the wor over—establish a 
large-scale retail nwork with an in- 
tegrated supply chairhat gives it huge 
clout with suppliers ad a high degree 
of efficiency that rests in low prices 
for its customers. Oucover story by 
Managing Editor R. ridharan and 
Assistant Editor Krishn Gopalan looks at just how the 
battle between Reliancewhich wants to be India’s Wal- 
Mart, and the Bharti-W:-Mart joint venture could pan 
out and what impact thestwo players could have on the 
market and the plans anı ambitions of Indian retail’s 
other wannabes. 

The Br Special in this isue is on another growing 
field—that of microfinance, vhere a widening gap in sup- 
ply and demand for small-ticet credit has created opp- 
ortunities for lenders who саг адарс to such needs. Our 
report, Money that Mends (јаре 149) by BT writers, 
E. Kumar Sharma and Kapil Ваз}, looks at the emerging 
trends in microfinance and th« need for a regulatory 
framework that is fair to borrowers and lenders. 

It's common knowledge tha: one of the prime rea- 
sons why India's stock markets are booming is invest- 
ments by foreign institutional investors, who have 
pumped in over $49 billion (Rs 2.20 lakh crore) since 
1992 when the bourses were opened up to them. But 
who are the major players and what are their strategies? 
BT's Mahesh Nayak gives you a ringside view in The ЕП 
Goliaths on Dalal Street (page 114). 
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Presenting a monitor that keeps your child's eyes fresh. 


INTRODUCING THE REVOLUTIONARY 

SAMSUNG EYE FRESH TECHNOLOGY (EFT) MONITORS. 

Another first from Samsung, EFT monitors are not only easy on your 
eyes, they actually emit anions all around. Creating an environment 
that keeps your eyes refreshed naturally. So now you don't have to 
look elsewhere. Get the new Samsung EFT monitor and gift your 
eyes what they deserve. 
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The Lure of Retail 
Handle with Care 
Cricket's Blessing: There is no Alternative 


Rushing Into Defence 
Private sector participation can add 2 per cent to 
India’s GDP growth. 


Where Will this Bull Run End? 

IIM-A's Class of Entrepreneurs 

Big Brother Wants to Control Net Access 
Foreign Investors are Happy 

Top of Mind 

Focus on a new Computer Aided Selection of 
Scrutiny (CASS) system to scrutinise I-T returns; 
and congestion surcharge. 

Policy Watch 

A bird’s eye view of what’s hot and what’s not on 
the government’s policy radar. 
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Retail's Coming Face-off 

One wants to be India’s Wal-Mart and the 
other ts (Вһаги-) Wal-Mart. With both set 
to battle, the Rs 14,00,000-crore retail 
market will never be the same again, But 
how will the retail wars play out: 
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Change of Guard 

YOUR COVER STORY, WHO'S NEXT? (BT, 
December 17, 2006), sheds light 
on the likely successors in top com- 
panies. What is comforting is that 
the retirement of the present in- 
cumbents is not going to leave a 
void as people are being groomed 
for the top jobs. Even at private 
sector companies, the new genera- 
tion that will inherit the business ||| JK 
seems to have world class creden- |! excel BOND 
tials. The Ambani brothers are an | 
example. They have proved them- 
selves to be a chip off the old block. 
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We take very good care 
of yout car, trust'us. 


. That's why we have introduced 
the Bosch Car Service. Our customers will vouch for its 
best-in-class service, well trained and qualified personnel 
besides, world-class diagnostic equipment for professional 
repair and maintenance. Which means, now you can get the 
best service and genuine spares from a single source. So if 
you love your car, give it the best. Drive into Bosch Car 
Service today! www.boschindia.com 


S BOSCHto8558 | 





Motor Industries Co. Ltd., Р.В. No. 3000, Hosur Road, Adugodi, Bangalore - 560 030. Ph 30) 2299 2233 Fax: (080) 2299 2844. Bosch Car Service Centres: Ahmedabad: Universal Automobiles 
Ph: (079) 2685 5586. Amritsar: Raghav Motors, Ph: (0183) 226 4195 / 226 3620 Aurangabad: ° Sethi Maruti Motors, Ph: (0244 ) 562 2519. Bangalore: Adiga Automoti ми , Ph: (080) 2667 3434 
SHP Auto Service Pvt. Ltd., Ph: (080) 2353 4286. Bhopal: Capital Diesel, Ph: (0755) 274 5223 iens нала Deepa Automobiles, Ph: (0674) 586 777 Calicut: E Automobiles (P) Ltd 

Ph: (0495) 230 4848. Chandigarh: Verma Motors, Ph:(0172) 507 6931. Chennai: Ram's Automotive Ph: (044) 2615 4901. Shakthi Fleet, Ph: (044) 2225 1123 / 2225 1124 / 5541 1566 
94440 31941. Coimbatore: Auto Zone, Ph: (0442) 255 2344. Gowri Auto's. Ph: 98430 epe O. Leela's Auto House, Ph: (0422) 227 1692. Stanes Motor: I) Ltd.. Ph (0422) 230 1363. Ernakulum: 
Spectrum Motors, Ph:(0484) 25: 3 2828 Faridabad: Tara Automobiles Pvt. Ltd., Ph: (0129) 222 2211. Goa: Orions, Ph: 98230 18012. Guwahati: Mad! ab Motors, Р! (0361) 265 2053. North East 


Motors Pvt. Ltd., Ph: (0361) 254 2454 Hyderabad: Fansa Motors, Ph: (040) 2322 8342 оа Noshirwan Car Саге Center, Ph: (0731) 257 2555 / 503 4125 3 Jaipur: š santosh Gari е (P) Ltd., 
Ph: (0141) 374 838. Kanpur: Sujapa Motors, Ph: (0512) 261 8156. Karnal: Car Lovers | lub, Ph: (0184) 225 5145. Kathmandu: Shree Himalayan Ent rprises Pvt. Ltd., Mob: 97715 545907 
Kolhapur: Hem-Kiran Diesels, Ph: (0231) 252 4494. Kolkata: Manoco Sales Pvt. Ltd.. Ph: (033) 2448 4361. 1 paz Motors Pvt. Ltd., Ph: (033) 2401 4266 Kottayam: Boxon echas onal, 
Ph: (0481) 309 5940. Lucknow: Ashish Automobiles, Ph: (0522) 222 2345. Ludhiana: United Motors, Ph: (0161) 309 0344. Madurai: Samy Automobiles. Ph 452) 2674 0476, Mumbai: Bachoo 
Garage, Ph: 98210 80217. Car Lounge Pvt. Ltd., Ph: (022) 2856 3031. Swadi Automobiles, Ph: (022) 2387 0272. Mysore: Torque Services, Ph:(0821) 252 0560. New Delhi: Premnath 
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Motors, Ph: (011) 336 4130. Tanisha Motors Services, Ph: (011) 2516 7280. Noida: CA Continental, Ph: (0120) 244 4404. Rahul Motors, Ph: (0120) 396 3138 / 98105 72900 / 93122 71259 
Palakkad: Car Craft, Ph: (0491) 526 687. Panipat: Arya Motors, Ph: (0180) 266 1012. Panvel: Marrk Diesel Sales & Service, Ph: (022) 2746 8024. Patiala: Platinium Motors, Ph: (0175) 236 2250 
Patna: Maruti M aintainer, Ph: (0612) 235 1382. Pune: Kotkar Automobiles, Ph: (020) 2543 468: Rajkot: Kumar Automobiles, Ph: (0281) 236 2639 áp рал an Auto Diesel Works, Ph: (0427) 
227 0097. Secunderabad: ASCO Mobiles, Ph: (040) 2789 8999, Surat: Automotive, Ph: (0261) 265 0622 Thrissur: Mustang Motors Pvt. Ltd., Ph (048 123517 | Tirunelveli: Jawahar Car Point, 
Ph: 98131 68532. Tumkur: Perfect Auto Care, Ph: (0816) 227 0955, Tuticorin: Sattur Automobiles Ph: (0 451) 234 6862. Udaipur: Lakecity Motors, Ph: (02 94) 246 0923. Vadodara: L MP Car 


Services, Ph: (0265) 265 7658. Vellore: Auto Crafts, Ph: (0416) 222 2234. Vishakapatnam: Jayant Automobile Services, Ph: (0891) 254 3884, And many more centres ‹ oming up 


bt editorials 


HEMANT CHAWLA 


The Lure of Retail 


N MAY THIS YEAR, BUSINESS TODAY RAN A SURVEY OF THE 
Ii industry stating that Rs 54,000 crore could be 
invested in organised retail. Even six months ago, that 
seemed like a big number. As it turns out, we were 
wrong: Just three big groups—comprising Reliance 
Industries, the Bharti-Wal-Mart combine, and the 
Aditya Birla Group—have lined up investments in 
excess of that figure. Then, there are others like the 
Hero Group that are talking of getting into organised 
retail. Needless to say, the existing retailers have their 
own investment plans. That leads to two questions: 
Why is everyone so interested in organised retail, and 
is too much money coming into the industry? 

Let's start by answering the first question. Con- 
ceptually, retail is a strategic industry. It's the point 
where supply and demand converge. Anyone who 
controls this point—even in any significant way—can 
become a decisive force in the economy. The best- 
known example of this is, of course, Wal-Mart. Alt- 
hough the retailer has just 8 per cent share of the 
American retail market, it's perhaps the most important 
entity from the average consumer's point of view. 
Because of its colossal clout with suppliers, Wal-Mart 
is able to squeeze better rates for consumer goods 
and force manufacturers to keep prices down. Suppliers 
may hate Wal-Mart for it, but the fact is the world's 
largest retailer has helped keep inflation down in the us. 

But the bigger reason why companies are so inter- 
ested in organised retail is the sheer size of the oppor- 
tunity. Less than 3 per cent of the retail market is 
with the organised sector. In categories like food and 
groceries, the unorganised sector has three-fourths of 
the market and organised retail penetration is just 1 per 
cent, according to a recent CII-A.T. Kearney report 





A done deal: But India needs to draw up an action plan 
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Retail's new face: A Reliance Fresh outlet 


on the sector. Then, there are several categories— 
say, home improvement, home furnishings or toys— 
where organised retail has almost no presence. The fact 
that so much of retail in India takes place in the unor- 
ganised sector answers the question of whether too 
much money is flowing into organised retail. The an- 
swer is, No. When a car manufacturer or a cement man- 
ufacturer invests money in his industry, he is creating 
additional capacity and, therefore, must worry about ei- 
ther taking market share away from an existing player 
or creating a new segment of consumers. In the case of 
organised retail, there's no such problem. No fresh de- 
mand needs to be created; it already exists. The only 
challenge is to pull consumers away from kirana stores, 
or road-side hawkers or neighbourhood markets into 
cleaner and better laid out shopping environments. 
Indeed, when an organised retailer goes down, it's 
not because there was no demand; it's usually because 
the retailer wasn't efficient enough to give consumers 
a better value proposition. And that's what India's re- 
tailer wannabes need to worry about. 


Handle with Care 


HE RECENT CHANGES IN US NUCLEAR LAWS WILL 
Toa the nuclear floodgates in the power gener- 
ation business after more than a quarter of a cen- 
tury. Access to technology and fuel will flow not only 
from the us, but also from 45 other countries that pos- 
sess these aspects of the business. But that in itself will 
not suffice. The Indian government needs to draw up 
an action plan to regulate this flow. India represents a 
huge market—power shortages are rampant (around 
7 per cent) and the economy is growing at a robust rate 
of 8 per cent per annum. Exercising market power will 
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mean hard bargaining with equipment and fuel sup- 
pliers. Bottom line: Not only must the economics of 
nuclear power prevail, energy security concerns must 
also be resolved. Here's why: 

One of the main reasons nuclear power is raising its 
head globally is its low fuel cost compared to alternate 
fuels like coal and gas. However, given the demand for 
nuclear power, especially in developed countries, it 
will only be a matter of time before the gains are neu- 
tralised. Uranium prices have already risen several fold 
over the last few years. Hence, key to a sustainable 
nuclear power programme is the need to ensure control 
over fuel as well as equipment supply. 

Here, the fear of a replay of the oil story over the 
last few years looms large. Oil prices have risen three- 
fold over the last four years. And, the state's record in 
securing oil acreages abroad to insulate against rising 


Cricket's Blessing: There is no Alternative 


SPN-STAR (ESS) HAS BAGGED THE 
Bs to telecast all International 
Cricket Council (ICC) events between 
2008 and 2015. The price: $1.1 bil- 
lion (Rs 4,950 crore). Of this, the 
Indian market alone is expected to 
generate more than $800 million (Rs 
3,600 crore) or almost 75 per cent of 
the total. That India is the engine that 
drives the world's cricket-related econ- 
omy is old hat. What isn't is the 
propensity of the Indian cricket team 
to plumb new depths with every 
match. But contrary to speculation, 
this, apparently, has not affected its 
market value—or its worth to mar- 
keters and viewers. Why? 

Quite simply, cricket is benefit- 
ing, by default, from the TINA (there is no alternative) 
factor. Where else can marketers hoping to crack, or 
stay in, the Indian market go? No other sport even 
comes close to cricket in popularity and star appeal. If 
the cricket team's performance has been abysmal, the 
recent record of other sports is even worse. Almost as 
if it to prove that there is no such thing as an “absolute” 
nadir in Indian sports, the Indian hockey team, repre- 
sentatives of the country's *national" game, failed to 
reach the semi-finals of the Asian Games at Doha, for 
the first time in the history of the games. And the less 
said about Indian football the better. 

Yes, there have been a few success stories in indi- 
vidual sports—tennis, shooting, long jumping and 
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Dismal show: But big money 


prices, has been dismal. One key reason: The Chinese 
moved faster and more effectively than the Indians (and 
continue to do so). Now, in the nuke business, China 
is adding 10,000 MW of capacity every year, as against 
India's programme of 6,000 Mw in five years. Hence, 
we need to revisit the capacity addition programme. On 
the equipment side, the Chinese are evidently devel- 
oping industrial production capacity, which will reduce 
capital costs over time—this is possible given the size of 
their programme. We need to do the same. 

Lastly, safety of nuclear plants is best ensured by 
wider scrutiny. The European experience is noteworthy— 
most of the nuclear plants in Europe are listed on the 
bourses and safety-related decommissioning costs are part 
of the disclosures. Clearly, there are opportunities that 
need to be converted. Any less, we will not be able to ef- 
fectively benefit from the power of the atom. 


golf—but these so-called “success sto- 
ries" are really successful only by 
India's abysmal standards. Sania Mirza, 
who, last year, showed some promise 
of becoming the first Indian woman to 
enter the top 20 Association of Tennis 
Professionals (ATP) rankings, only flat- 
tered to deceive. And Anju Bobby 
George, Rajyavardhan Rathore and 
Jeev Milkha Singh, despite their valiant 
efforts and outstanding performances, 
don't really count as stars in any 
international pecking order. 

And this is where cricket scores. It 
rides on the backs of individuals who 
can genuinely be world beaters on 
their day (never mind that such days 
haven't been much in evidence in re- 
cent times). Sachin Tendulkar, Virender Sehwag and 
Rahul Dravid—and even the younger lot comprising 
Yuvraj Singh, Irfan Pathan and Mohammad Kaif—all 
have solid achievements behind them; and marketers 
must be hoping that they're, collectively, just one 
match away from regaining their past glory. 

But this also presents other sports with a chance. 
Rather than criticise India Inc. and the lay viewer for 
worshipping cricket and cricketers to the exclusion of 
all other sports, they should put their own houses in 
order and posit themselves as viable alternatives. 
The poor form of the Indian cricket team has pre- 
sented them with a window of opportunity. It's now 
up to them to capitalise on it. Ш 
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Trends 


Rushing Into Defence 


Private sector participation can add 2 per cent to 
India's GDP growth. SHIVANI LATH 





Prithvi launch: Next, private rollout? 


defence. Larsen & Toubro 

(L&T), Tata Power, the 
Kalyani Group and the 
Mahindras, among others, are 
setting up new companies or 
joint ventures with foreign 
companies to grab a share of 
the pie. At stake: orders worth 
an estimated Rs 17,000 crore a 
year to start with. The gov- 
ernment, which opened up the 
sector in 2002, has been slow 
in awarding contracts to the 
private sector, but the players 
believe that there is now a per- 
ceptible change in its mindset. 
As à result, private sector par- 
ticipation, which has been lim- 
ited to the manufacture of nuts 
and bolts, spares and washers, 
is now moving towards plat- 
form development. 

Says M.V. Kotwal, Member 
of the Board and Senior 
Executive Vice President, L&T’s 
Heavy Engineering Division, 
which has developed prototypes 
for various Defence Research 


1* INC IS BETTING BIG ON 


and Development Organisation (DRDO) projects and recently secured a Rs 
1 72-crore order for Pinaka multi-barreled rocket-launchers: “This is the 
first major production order placed with a private sector company and we 
hope it will be a forerunner to many more to come." 

L&T, Tata Power and Mahindra Defence Systems have applied for 
Raksha Udyog Ratna (RUR) status, which will allow them to be treated at par 
with Defence Public Sector Undertakings (DPsus) and Ordnance Factories 
(OFs) in the allotment of defence contracts and level the playing field vis-à- 
vis preferential taxes and duties enjoyed by the latter. *The RUR status will 
make us approved suppliers, give us access to technology from DRDO 
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The fortnight's burning question. 


WILL THE ENTRY OF 
WAL-MART REALLY 
SPELL DOOM FOR 
INDIAN RETAIL? 


Yes. Nilotpal Basu, MP, 
CPI(M) 

This is a blatant back-door 
entry for foreign players into 
the Indian retail sector and will 
grant monopoly status to big 
retailers. But regulations 
specify that there is no scope 
for foreign investment. 

We think that there is room 
for a retail regulator. 


It's high time retail took off in 
frame regulations to protect 
smaller players, while at the 


. same time allowing big inter- 


national players to enter 


` through the front door. 


Yes. Kishore Biyani, MD 


Pantaloon Retail 

where a foreign retailer has a 
dominant presence. And the 
adverse impact of Wal-Mart 
on local communities and 
small manufacturers is well 


. documented. Large MNC re- 


tailers are bound to indulge in 
predatory pricing and that can 
be quite detrimental to small, 


local retailers. 
` COMPILED BY AMAN MALIK 


Жалы «ai 
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THE EARLY BIRDS — 
COMPANIES > CAPABILITIES 

L&T Proposes to design and manufacture ure weapon platforms, _ 
weapon launchers, small arms, anti-tank weapons, rockets, 
torpedoes and mines. 

Prime contractor to the Ministry of Defence for the design, 
development, manufacture, assembly and upgrade of 
systems in seven core areas of defence. | 
Manufacture of light armoured multi-role vehicles and high 
mobility military vehicles. — 
Has a JV with Singapore Technologies Kinetics for design, 
integration, manufacture and life cycle management of 
Provided inputs for the BrahMos, the world's first and only 
supersonic missile. | 

shelters and containers, special attack and surveillance 
vehicles, tactical floating bridges and ferries etc 





Tata Power 


Mahindra Def- 
ence Systems 
Kalyani Group 


Godrej PCS 


Ashok Leyland 
Tata Motors 


allow us to take part in the primary manufacturing process," explains 
Brigadier (Retd.) Khutub Hai, Chief Executive, Mahindra Defence 
Systems. Meanwhile, last fortnight, Tata Power's Strategic Electronics 
Division (SED) received seven defence production licences for elec- 
tronic warfare, naval combat and air defence systems. These licences 
will make Tata Power a prime contractor to the Ministry of Defence 
for the design, development, manufacture, assembly and upgrade of 
systems. *Over the next five years, these licences will open up a do- 
mestic addressable market of over Rs 20,000 crore for Tata Power 
SED," says Rahul Chaudhry, СЕО of the company, which will also look 
at opportunities in the systems design, engineering and testing 
spaces. *This will also open up the export market." 

The move to allow private companies to participate in defence 
production follows the recommendations of the Vijay Kelkar 
Committee and the constitutional amendment to this effect in 
2001. The Ordnance Factory Board and eight ppsus—Bharat 
Electronics, Bharat Earth Movers, Mazagon Dockyards, Garden 
Reach Shipbuilders and Engineers, Goa Shipyard, Bharat Dynamics, 
Mishra Dhatu Nigam (Midhani) and Hindustan Aeronautics, which 
make fighter jets, helicopters, state of the art electronics systems, heavy 
trucks and tank transportation trailers, submarines, missile boats, de- 
stroyers, frigates, corvettes, fast attack craft, guided missiles and avion- 
ics—will soon face some serious competition. 

“If the government allows private players to develop the equip- 
ment it spends billions of dollars importing, it will add an incremental 
2 per cent to the country’s growth rate,” says a senior executive in 
a private sector company. The entry of the Indian private sector into 
defence production will also diminish the role of intermediaries and 
foreign firms and possibly reduce corruption in military purchases, 

So, will defence production become the next big thing for India 
Inc? The early signs are encouraging. 
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Q&A 


“Huge Potential 
for Belvedere” 


HRISTOPHE NAVARRE, CHAIRMAN 
Qr CEO, Moét Hennessy LVMH 
Wines & Spirits, made a pit-stop іп 
Mumbai last week. &r's Deepti Khanna 
Bose spoke to him about his plans for 
the country. Excerpts: 


How is Moét Hennessy doing in India? 
We have been here since 1997 and 
India has proved to be a very good 
market for us. Of course, there is 
this issue of taxes on liquor—it’s 
the highest in the world—but we 
hope it will decline. That will give us 
the opportunity to bring in more of 
our brands. We think there is huge 
potential for Belvedere, the brand 
that created the super-premium 
vodka category in the United States, 
in India. Right now, Dom Perignon 
is doing very well in Delhi and 
Mumbai, as are Moét & Chandon 
and Glenn Morangie. 


How do you promote and create awareness 
about your brands in India? 

Our prime focus is through public 
relations and viral marketing, and that’s 
our strategy globally—given the adv- 
ertising constraints—not just in India. 


How are you doing in China? 

Extremely well. I’m very pleased to 
see the Chinese not just drinking but 
also loving their drinks—especially 
ours—as well. 


The new BlackBerry Pearl. 
Smart. Sleek. Small. Stylish. 


1: — ee ық тілі Ман. К T Д ' 
Now click, groove, surf, chat, talk and e-mail оп the go. 
Do more with BlackBerry" Pearl". Check e-mails, open attachments, get onto the web, click what you see and MMS 
or e-mail it the very next instant. Watch clips, listen to your favourite music, unwind with a game and lots more. 


With the latest BlackBerry Pearl, you can do the things you have to do and more of the things you want to do. 


в в еб ее б 


1.3 MP CAMERA MEDIA PLAYER INSTANT MESSENGER MULTIPLE MAILBOX BROWSER VOICE ACTIVATED DIALING 


For more information SMS 'Pearl' to 8558 
BlackBerry Pearl, now in India. Only on Airtel. 


For details call. Ahmedabad-98989 54321 + Bangalore-98450 12345 • Chandigarh-98150 54321 * Chennai-98409 22220 * Cochin-98950 12345 
* Commbatore-98941 22220 * Delhi-98714 28080 * Haryana-98960 12345 * Hyderabad-98490 12345 • Indore-98930 12345 • laipur-98290 12345 
* Kolkata-98310 12345 • Lucknow-99350 54321 • Ludhiana-98150 54321 * Mumbai-98925 77010 * Pune-98900 12345 


Log onto www.airtel in. Conditions apply. Some af the features mentioned above are service dependent 
The BlackBerry and RIM family of related marks, images and symbols are the properties and trademarks of Research In Motion Limited - used by permission 


Mobile Services 


www.airtel.in 


Rediffusion-DYGR/Del/BCL/212 
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Figures in points 


ILL THE SENSEX HIT 18,000- 

20,000 within one year as is 
being speculated in some quar- 
ters? It took barely 26 trading ses- 
sions for the benchmark BSE Sensex 
to rise 1,000 points from 13,000 
to 14,000. “It’s sheer liquidity 
pressure that has been driving 
market northwards," says 
Ambareesh Baliga, Vice President, 
Karvy Stock broking. 

The sustained inflow from for- 
eign institutional investors (FIS), 
especially new entrants who in- 
vested mainly in index stocks, is the 
primary reason for the one-way 
movement of the Sensex. Between 
October 30 and December 5, Fils 
invested over $1.6 billion (Rs 7,200 
crore) in the market. During the 
same period, the Securities and 
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Exchange Board of India (SEBI) reg- 
istered 20 new Fils. 

“It’s an overvalued market, but 
so long as liquidity remains this 
way, one can’t really say how high 
the Sensex will zoom. In such a 
scenario, fundamentals go for a 
toss. No one had expected the 
Sensex to surge 60 per cent from 
the June low of 8,800,” says 
Baliga. “It’s no longer a buyer’s 
market; it's a trader's market. The 
Sensex is trading at 15 per cent 
over its fair value based on 2006- 
07 earnings and 5 per cent over its 
2007-08 earnings." 

Despite this, the market is 
rocketing higher on the back of 
impressive corporate perform- 
ances that continue to surprise 
the market. *Beyond a point, liq- 
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uidity can't drive the market. The 
only trigger for this market to 
sustain itself at these levels is cor- 
porate performance. If it beats 
streets expectations, valuations 
will change; otherwise, funda- 
mentals will come into play and 
the market will get aligned with 
valuations," says Nilesh Shah, cio, 
Prudential ІСІСІ AMC, who feels 
that at the current level, there are 
more chances of a fall in prices 
than a rise. *At 17-18 times for- 
ward earnings, the market is 
costly; the Sensex will move in 
the range of 12,500-15,000. But 
despite valuations running ahead 
of time, the fundamentals are still 
intact. So, the long-term bull run 
is certainly not over yet," he adds. 

MAHESH NAYAK 
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will be your neighbour. 


And Europe is at your feet. 


ooking to expand your business into Germany and Europe, and trying to find the right place to start? 
ATA Consultancy Services has already decided on a top site with plenty of prospects: 


he MesseTurm Europe's tallest office building. Тһе symbol of 
е financial and business metropolis that is Frankfurt am 
lain. Right beside Frankfurt's exhibition centre ІС minutes 
'om Frankfurt airport. 5 minutes from the main station. In 


ose proximity to Frankfurt's bank district, one of the central 


‘or more information please contact: 
‘LL Real Estate Partners GmbH 
Май: peter.heinigG gll-partners.com 


‚ Mail: christina.metzdorf@messeturmmanagement.com 


banking centres in Europe highest standards. service and secu- 
rity. Monitored underground parking. In a cosmopolitan city 
with a large Indian community. Start your European business 
in the best place! Office space to let in the MesseTurm from 


approximately 1.000 square feet. 


Messe Turm Frankfurt 


www.messeturm-frankfurt.com 
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КІТЕЗН SHARMA 


IIM-A's Class of Entrepreneurs 





. SUBRAMANIAN OF SUBHIKSHA 
Riis no clue about what 
inspired his batch from Им 
Ahmedabad to become so entre- 
preneurial. Other than Subram- 
anian, whose Subhiksha retail stores 
are popping up across the country 
well before the big boys’ ПМ-А°5 
Class of 1989 includes Sanjeev 
Bikhchandani of InfoEdge (which 
operates Naukri.com) which re- 
cently went public in a blockbuster 
initial public offering (IPO) and 
Rashesh Shah of Edelweiss Capital 
which was recently valued at $500 
million (Rs 2,250 crore) when the 
Government of Singapore 
Investment Corporation (GIC) and 
Galleon, a New York-based hedge 
fund, bought a 20 per cent stake in 
the company for $100 million (Rs 
450 crore). Two members of this 
triad have brought in outside in- 
vestors into their companies. Will 
the third follow in their steps? 
Subramanian avoids a direct an- 
swer. But market is rife with ru- 
mours of an impending ІРО, or 
even an outright sale, most likely to 
Reliance (See Retail's Coming Face- 
off, Page 82) 

But Subramanian is more com- 
fortable talking of his batch. “I 
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(L to R) Sanjeev Bikhchandani, Rashesh Shah and R. Subramanian; So far, the first two have struck it rich 


don't know what it was about us," 
says Subramanian, “I guess we all 
just wanted to do our own thing 
and, I think, have all fed off each 
others’ success." Adds Shah: “It 
helps if others in your batch are 
also entrepreneurs, Subra 
(Subramanian), Bichhu (Bikh- 
chndani) and I saw each other do 
well and that helped.” 

Of course, the opportunity cost 
of turning entrepreneur wasn’t as 
high as it is today. Salaries, which 
seem to be defying the earth’s es- 
cape velocity today, were modest 
back then. “When we started out, 
there was almost no career penalty 
if you decided to turn entrepre- 
neur. You had very little to lose,” 
Bikhchandani says. “My first job at 
Citibank after IIM-A paid me Rs 
5,000 a month; it was very easy to 
chuck the job and decide to start 
something from a garage," says 
Subramanian. Shah agrees: “I 
worked with ІСІСІ and was paid 
around Rs 3,000 a month—not a 
lot even by the standards of those 
days," he chuckles. 

All three men consider them- 
selves extremely fortunate to have 
graduated when they did. 
"Economic liberalisation began 





soon after we graduated and that 
made it an opportune time to 
turn entrepreneur," says Subra- 
manian. “You also have to keep in 
mind that when we graduated, 
the stock exchanges were in the 
middle of their first major up- 
swing," Shah points out. 

Were they a special batch? 
"Every batch is special," says Shah, 
"but in a way, we were probably 
more entrepreneurial than oth- 
ers." Subramanian is a lot more 
assertive. “I don't know what it 
was, but our batch was special. 
Look at other contemporary 
batches around us; they had the 
same advantages that we had, but 
look at where we are," he says 
with a hint of pride. 

How come all three have or a 
looking to raise funds for their re- 
spective companies? “You need 
people and capital to expand. I’m 
sure it's just a coincidence that all of 
us are raising funds around the 
same time," says Shah. 

Bikhchandani and Shah have 
already been there and done that 
on this count. The question re- 
mains: will the third element of 
their triad follow suit? 

KUSHAN MITRA 
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ч : Dreams will find the means. 
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If the Mercedes-Benz C-Class has Touchshift for sheer driving 
long been your dream, now is the pleasure,  2-stage air bag 
time to realize it. This dream deployment and more. Visit our 
machine features rear wheel showroom and you'll discover the 
drive for easy maneuverability, means of owning your dream. 
automatic transmission with Go ahead, make it happen. 


c= 


DaimlerChrysler India Private Limited, Sector 15-A, Chikhali, Pimpri, Pune - 411 018. Tel: (020) 2750 5325/2750 5326 Fax: (020) 2750 5959 
e-mail: decac!@daimlerchrysler.com Website: www.mercedes-benz.co.in NEW DELHI: T & T Motors Ltd. (Okhla Showroom) Tel: 011-26821005 Fax: 011-26821013 
(C.P. Showroom) Tel: 011-23353000 Fax: 011-23327309 (West Delhi Showroom) Tel: 011-41022304 Fax: 011-41022307 (Okhla Phase III Workshop) Tel; 011-26821005 
Fax: 011-26821013 (Okhla Phase I Workshop) Tel: 011-41017610 Fax: 011-41017617 (Quick Service Station-West Delhi) Tel: 011-41022304 Fax: 011-41022307 Patel Auto 
Services Pvt. Ltd. Rajendra Place: (Authorised Service Station) Tel: 011-25714952 Fax: 011-25751949 (Gurgaon - Body & Paínt) Tel: 0124-2321315 Fax: 0124-2327376 
CHANDIGARH: Tai-Pan Traders Ltd, (Showroom & Workshop) Tel: 0172-2651734 Fax: 0172-2653330 LUDHIANA: Tai-Pan Traders Ltd. (Showroom & Workshop) 
Tel: 0161-5086333 Fax: 0161-5086222 BANGALORE: Sundaram Motors (Showroom) Tel: 080-22123781 Fax: 080-22273533 (Workshop) Tel: 080-22123780 
Fax: 080-22273533 CHENNAI: Trans Car India Pvt. Ltd. (Showroom) Tel: 044-24349715 Fax: 044-24320936 (Workshop) Tel: 044-26241400 Fax: 044-26245982 
COIMBATORE: Sundaram Motors (Showroom) Tel: 0422-2452020 Fax: 0422-2430394 (Workshop) Tel: 0422-2433275 Fax: 0422-2430394 COCHIN: Rajasree Motors 
Pvt. Ltd. (Showroom) Tel: 0484-2706432 Pax: 0484-2706264 (Workshop) Tel: 0484-2706987 Fax: 0484-2706264 HYDERABAD: Adishwar Auto Diagnostics Pvt. Ltd. 
Mahavir Motors (Showroom) Tel: 040-66668008 Fax: 040-23306132 (Workshop) Tel: 040-65581010 Fax: 040-23306134 (Show-Window) Tel: 040-64509004 
Fax: 040-66414488 MUMBAI : Auto Hangar (India) Pvt. Ltd. (Showroom) Tel: 022-66123800 Fax: 022-66123899 (Workshop Andheri): Tel: 022-66123400 
Fax: 022-66123434 (Quick Service Station-Worli) Tel: 022-66123900 Fax: 022-66123939 (Show-Window) Tel: 022-67106660 Fax: 022-67106664 Sanghi Motorcar Co. 
(Showroom) Tel: 022-23842244 Fax: 022-23805595 (Workshop) Tel: 022-24962117 Fax: 022-24965910 PUNE: Millennium Motors Pvt. Ltd. (Showroom) 
Tel: 020-56085750 Fax: 020-56014008 (Workshop) Tel: 020-56152050 Fax: 020-27148250 AHMEDABAD: Cama Motors Ltd. (Showroom) Tel: 079-25505281 
Fax: 079-25500491 (Workshop) Tel: 079-25505281 Fax: 079-25500491 KOLKATA: Interkrafts (Showroom) Tel: 033-24483894 Fax: 033-24483864 (Workshop) 
Tek 033-24078286 Fax: 033-24518838 

Accessories and features shown may not be part of standard equipment. Mercedes-Benz cars: series W203 meet Bharat Stage ІП emission norms. 
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adding 


aiming бу сайы 
A Dhanus Enterprise 


Are you getting 
what you paid for? 





What's the first thing you do when you land abroad? Buy a 


calling card, call home and say you have arrived safely. PES px 
ы. o 

In most cases, you are getting cheated without knowing it. You — 

wonder how a card runs out so quickly. You think that the | + 


promised ten minutes is more like five minutes. And if you ever | 
take the trouble to find out, you'll find that there are lots of — 
charges in small type you never bother to read. 


Next time you travel abroad, buy a V-tel Card in India, in 
Rupees. Apart from saving you precious foreign currency, you a 


get great voice quality, very attractive low call rates and no 








" ; 
hidden charges. The V-tel card is valid in over 200 countries, so n 
if you want to call during a stopover, just head for the nearest NÁ 
phone booth. What's more, the remaining value on your card 53 
does not lapse for six months. Д | 
From now on, stick with V-tel. Its what the smart travelers carry, ПЁ 
every time they head abroad. You can choose from a suite of | E | 
options like a V-tel Card that is valid in over 200 countries or a 52 
e ТЕ K 
V-tel Select Card that gives you access to the frequently traveled Ж 
countries. + J 
p 2 
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World's Calling Card | | 
N 14/4, DLF Phase II, Gurgaon, Haryana -122 002 d 
Phone: +91 124 4059393 or visit us at www.v-tel.com m 
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Tracking Viewership 


6,000 
لے‎ БА 11,000 
4,800 
aMap 7,000 
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Total number of TV households 112 million 


5 ONE COMMON CURRENCY FOR MEDIA CONSUMPTION RESEARCH A 
| “Sac idea or do divergent tools present a better picture of media 
consumption habits of consumers? In the television space, Audience 
Measurement and Analytics, or aMap, is seeking to counter the *in- 
efficiency" of incumbent, Television Audience Measurement (TAM). 

аМар, in fact, was launched two years ago; the agency sought to 
provide a more relevant and in-depth analysis of data captured over 
a wider range. There was, and is, a section of media owners and buy- 
ers that is unhappy with ТАМ. “TAM has three problems—a small num- 
ber of peoplemeters (4,800) to measure the viewing habits of 112 mil- 
lion Ту households, under-representation of certain 5ЕС demograph- 


ics and no representation 


of rural audiences," says Meenakshi 


Madhvani, MD, Spatial Access, a media audit agency. 


aMap took the initiative 


to address these issues, but hasn't found 


an overwhelming response from the clients. It has installed 6,000 peo- 
plemeters in Delhi, Mumbai and Ahmedabad and proposes to increase 
the number to 11,000; its meters are digital and, hence, generate data 
overnight unlike TAM's meters that churn out data after a week. 
"Ours is a more efficient system and also, has a better representation 
across socio-economic demographics," says Тарап Pal, СЕО, aMap. 
Yet, the total number of clients that aMap has been able to win in 
the past two years is a mere 10 against the entire universe that TAM 
serves. Madhvani says even if aMap is not able to garner much 
client support, it will at least force the incumbent to pull up its 
socks. But the latter finds the debate futile. *Every one wants more and 
better data, but nobody wants to spend any resources on it,” says L.V. 
Krishnan, СЕО, TAM Media Research. Or is it that everyone hankers for 
change but prefers status quo, especially when it suits them better? 
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MOBILE MAKERS 





OBILE HANDSET MAJOR NOKIA IS 
V | considering microfinancing its 
entry-level handsets to generate 
greater penetration. A company 
spokesperson declined to share fur- 
ther details but confirmed that the 
proposal is, indeed, being discussed 
internally. Motorola, too, has a sim- 
ilar scheme. It tied up with GE Money 
late last year to offer zero per cent 
finance on its mobiles, and Samsung 
also is toying with the idea. About 60 
per cent of handsets sales come 
from first-time users; so, handset 
makers are looking at this market 
very seriously. 

"Today, communications is about 
selling a story which goes beyond 
just explaining features," says Lloyd 
Mathias, Director, Marketing, Mobile 
Devices, Motorola India. The com- 
pany witnessed a surge in sales after 
it tied up with Bharti TeleTech last 
year for nationwide distribution of 
its handsets. It has also tied up with 
Hariyali Kisan Bazar and ITC's e- 
choupal to penetrate deeper into the 
mass market. 

samsung, too, is "investing ag- 
gressively on brand building through 
advertising and retail marketing ini- 
tiatives," says Asim Warsi, Head, 
Marketing, Samsung India. It is also 
looking at ways to 
reach out to con- 
sumers, that go be- 
yond just financing the 
handsets. "We will 
create an entirely new 
channel based on the 
media through which 
the people buy," 
claims Warsi, but 
declines to divulge 
details. “Тһе strat- 
egy will be unveiled 
in the first quarter 
of the next calen- 
dar year." 

SHALEEN AGRAWAL 
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GILLETTE PERFECT SHAVE 


AN EXCELLENT 
PRE-SHAVE PREPARATION 


AN UNSURPASSED 
TRIPLE-BLADE RAZOR 


A REFRESHING 
AFTER-SHAVE SPLASH 


The Gillette® Series After Shave Splash, 
with its invigorating, masculine fragrance, 
helps you look and feel your best all day. 


Gillette 


The Best a Man Can Get 
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Big Brother Wants to Control Net Access 


HE GOVERNMENT IS ACQUIRING ADVANCED TOOLS TO 
help control what you can and cannot see online. 
Are we in danger of becoming another China? 
Recently, the Bombay High Court admitted a petition 
from some noble soul who wanted the government to 
block access to Google's social networking service 
Orkut because some people had set up an *I Hate 
India" group online. Not so long ago, some over- 
enthusiastic bureaucrats in the central government 
went а step further and told India's Internet Service 
Providers to block access to most large blog domains 
leading to a blanket ban on popular blogging sites such 
as Blogspot and WordPress. Now, the government has 
acquired a new technology that will allow it to block 
sub-domains—which means instead of blocking 
Blogspot, it will be able to block a particular sub- 
domain of Blogspot. So, if some politician or minister 
doesn't like what someone has written on a blog (for 
example, if someone questions the government's 
decision to take such a patently idiotic step) he can have 
access to that blog blocked. Kiruba Shankar, a Chennai- 
based blogger, describes it simply: “It's stupid." But the 

point is: do the powers that be realise that? 
KUSHAN MITRA 


Q&A 


WHAT YOU CAN DO IF YOUR 


FAVOURITE BLOG IS BLOCKED 





mUse a Proxy Site: In Pakistan, when the good 
General banned access to certain blogs, a site, 
www.pkblogs.com, sprang up that allowed | 
people to access the banned sites. There are 
several other sites, but if we mention them 
here, the government might ban them! 


m Use a Feed-reader: Most blogs have an 
associated syndication (RSS) feed; subscribe 
to the feed through a third party internet site; 
there are several of these—to read content there. 


m Use Google's cache of that particular site: 
It's not the most effective way, but it works. | 


m Raise a hullabaloo: This, too, works. After 

three days of roasting all over the world for its 
silly decision to ban access to blogs last time, 
the government caved in. 
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“We Want to Invest $1 Billion in India" 





MARC LASRY, FOUNDER AND 
Managing Partner of Avenue 
Capital Group, a private equity 
and distressed debt fund, was in 
India last fortnight as part of for- 
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mer US president Bill Clinton's 
entourage. He spoke to BT’s Shalini 
S. Dagar on Avenue's plans for 
India. Excerpts: 


Avenue's speciality is managing dis- 
tressed assets. What are the specific 
skills that you bring to India? 

In the 1/5, our focus is on dis- 
tressed assets, but outside the us, 
our focus is on "special situations" 
and on investing in good compa- 
nies. The key difference between 
us and other private equity firms is 
that we understand debt and can 
work in multiple parts of the cap- 
ital structure. 


What are your investment plans for 
India? 
Avenue manages assets valued at 


approximately $12 billion (Rs 
54,000 crore) globally. We want to 
invest around $1 billion (Rs 4,500 
crore) in India over the next few 
years. Our investment sizes can 
range from $5-10 million (Rs 22.5- 
45 crore) to $300-350 million (Rs 
1,350-1,575 crore). We made our 
first investment in India earlier 
this year in Dr Naresh Trehan's 
Medicity Project. A second is 
underway in GPI Textiles. 


Is the optimism about India a little 
ahead of the times? 

No. The opportunity is quite real 
given the accelerating GDP. The 
high single-digit economic growth 
is three or four times that of many 
other countries. The challenge is to 
sustain it going forward. 
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a pouch to carry your kid. 


what a thought! 









+pricol+ 


better ideas for a better planet 


innovation. we love it! 


7 FACTORIES * 63 PRODUCTS * 4600 PEOPLE 


pricol limited # 702 / 7 avanashi road, coimbatore - 641 037, india 
ph: +91-422-4336000 fax: +91-422-4336299 email: city@pricol.co.in website: www.pricol.com 


+ Instrument Clusters & Gauges + Sensors & Switches + Oil Pumps * EGR Valves & Engine Parts + Disc Brakes 
pet Managemen 20 è Keyless Entry & Immobilizer Systems 
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Foreign Investors are Happy 


| | ERE'S CONCRETE EVIDENCE. ON WHY FOREIGN INVESTORS ARE FLOCKING 


to India. An overwhelming 69 per cent of them are making 


money here. A majority of them are also satisfied with procedural and 
operational issues in this country. Little wonder then, that 83 per cent, 
or 5 out of 6 investors, are considering expansion plans. The impli- 


cation: more foreign direct investment inflows. The Federation of 


Indian Chambers of Commerce and Industry's (FICCI’s) Annual 


Foreign Direct Investment Survey 2006, covering 76 foreign companies 


throws up this, and other interesting nuggets of information. Presented 
below are some of the survey findings: 


PROFITS Breaking even 
Profitability 
Targets 

Meeting targets 
Falling o 91 
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Average 


46 


Handling of Approvals 





Ground Level 27 
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69 
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Bad 
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CRICINFO MOVES 





ANT MORE PROOF THAT INDIA IS THE 

#1 market for world cricket? 
Cricinfo, arguably the most trusted 
resource on the sport, has relocated its 
global headquarters from London to 
Bangalore and announced plans of 
doubling its presence here. “Cricinfo 
has around 20 million unique online 
users per annum; of this, 60 per cent 
are Indians. In addition, the commer- 
Cial opportunities around cricket in 
India are substantial,” says Tom 
Gleeson, CEO, Wisden Group, the 
company that owns Cricinfo. As part of 
this initiative, Gleeson and several 
other key executives have relocated to 
India’s IT capital. “India is a crucial 
market and our relocation here will 
enable us to build and grow our pres- 
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ence worldwide across our online, 
print and mobile platforms," he says, 
adding: "India is witnessing huge 
growth in internet, mobile telephony 
and interactive TV. This is creating 
growing demand for all types of cricket- 
related content." 

Wisden is looking at opportunities 
to tap both the Indian market and 
talent pool. “Hawk-Eye Innovations 
(a specialist in ball-tracking tech- 
nology for use in sports broadcasting 
and officiating, which Cricinfo ac- 
quired in June this year), intends to 
expand its activities in the field of 
sports technology and it will make 
sense for us to look at India as a de- 
velopment centre for these activi- 
ties," he adds. 

RAHUL SACHITANAND 
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It's so light you'll hardly notice it, though other people might notice the 
stylish design. Wear it on your ear - or around your neck like a necklace. 
O Bluetooth The Nokia Bluetooth Headset BH-800 is designed for those who want 
premium quality with a touch of elegance. 


ITTY 


BH-800 
RS. 6850/-* www.nokta-asia.com/enhancements 


ф Ше W® NOKIA 


HS-26W H$-36W BH-200 BH-300 BH-700 BH-900 Connecting Peo D | е 


Rs. 2580/-* Rs. 2990/-* Rs. 3180/-* Rs. 2940/-* Rs. 4150/-* Rs. 4970/-* 
* MRP (inclusive of all taxes). 


Bluetooth is a registered trademark of Bluetooth 516, Inc. Devices need to support Bluetooth wireless technology. Interoperability between the 
device and other product supporting Bluetooth wireless technology 15 not guaranteed and depends on compatibility. For more information on 
the compatibility between the devices with other product supporting Bluetooth wireless technology, please check with the manufacturer. 


303 0 38 3 g”! Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones. Nokia India Warranty Is applicable only for phones 
imported by Nokia India Pvt. Ltd. f For assistance on Nokia products ond services, cal! Nokia Care. Add STD code when dialling from а GSM connection 


Nokia Wireless Headsets available at Nokia Concept Store, Nokia Priority Dealers and other mobile phone outlets. Bates Enterprise 1279 


Also available 





PEOPLE NOW ТАК OT 
DISCOVERING THE FORTUNE 
Al THE BOTTOM 
OF THE PYRAMID. 


ITS BEEN OUR WAY OF LIFE 
FOR ALMOST THREE DECADES 





Sujoy Das of Behrampur had 
been a truck driver's assistant for 
many years. Cleaning the vehicle, 
driving when his boss was tired 
and running every kind of errand. 

And then one day, he asked 
himself why he couldn't own a 
truck. He went to one or two 
finance companies. ‘They asked 
him about his bank account and 
whether he had any collateral. 

But Sujoy Das was looking 
for a finance company that could 


see the fire in his belly. He didnt 


have to look far. He came across a 
Shriram Transport Finance branch 


near by. Where he not only got 


a warm welcome, but also friendly 


advice on how to grow his 
business. And of course, a loan 
to purchase a used truck. 

Today Sujoy owns a fleet 
of trucks plying from one end of 
the country to another with many 
assistants. And when he’s in 
the neighbourhood, he drops in 
at the branch to enjoy a cozy chat 


and a hot cup of tea. 


Мағ rn 


Mr falla pra She arta 
Aig м 


” 


Shriram Transport Finance 
Company - With 300 branches and 
4000 employees. Managing funds 
in excess of Rs. 9000 crores 
(US$ 2 bn). Proudly transforming 
the lives of 500,000 people like 


Sujoy across the country. 


| Commercial Vehicle Finance 
з 


[005 you going 





INDIA'S LARGEST ASSET-FINANCING МВЕС. 


Shriram Transport Finance Company Limited, Wockhardt Towers, 3rd Floor, West Wing, C-2, G-Block, Bandra-Kurla Complex, 
Bandra (East), Mumbai 400 051. Tel.: 40959595 Website.: www.stfc.in 
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LSE FORUM 





WORLD 

CITY COUNTRY - 2006 RANK 2005 RANK HELD IN DELHI 

Harare Zimbabwe 1 57 

Luanda Angola 2 2 

Oslo Norway 3 1 

Moscow Russia 4 8 

Kinshasa Congo Democratic Republic 5 15 

Stavanger Norway 6 5 

Copenhagen | Denmark 7 7 

Seoul South Korea 8 10 

Libreville Gabon 9 12 

Tokyo Japan 10 3 

— RS ARES SES — ——— HE THIRD LONDON SCHOOL OF 

CITY COUNTRY ASIA RANK '06 МООА Economics Asia Forum was held in 

Seoul South Korea 1 8 Delhi on December 7 and was 

Tokyo Japan 2 10 attended by more than 600 alumni 

Yokohama Japan | 3 — Е, members from across the globe. 

Kobe Japan 4 20 Addressing the forum, Prime Minister 

Hong Kong Hong Kong 5 79 Manmohan Singh said: “It is essential 

Taipei Taiwan 6 88 that the West should come to terms 

Port Moresby | Papua New Guinea 7 103 with the consequences of the rise of 

Beijing China 8 108 Asia. Just as the world accommo- 

Shanghai China 9 123 dated the rejuvenation of Europe in the 

Singapore Singapore 10 132 post-War world, it must now accom- 

(NO 1 TIPE Re DRE SS HEL? La ay EE modate the rise of new Asian 

CITY WORLD RANK WORLD RANK ASIA RANK economies in the years that lie ahead.” 
2006 2005 2006 The day-long event was devoted 

Mumbai 191 167 26 to three broad topics—Reforming 

New Delhi 194 170 28 Infrastructure; Governing Trade; and 

Chennai 205 s 33 Moderating Society. Howard Davies, 

Hyderabad 210 * 34 Director, LSE, announced that Sir 

Kolkata 213 Ы 36 Nicholas Stern, Head of the British 

Pune 214 2 37 Economic Service, will become the 

Bangalore 220 197 38 first holder of the IG Patel Chair at 


* Not surveyed in 2005 


Source: ECA International's Cost of Living Survey; The survey covered 250 locations around the world. 


LSE. Patel, who passed away last year, 
was LSE's ninth director from 1984-90. 


including over 50 locations in Asia and seven in India. The rankings are based on a basket of 120 goods 


and services that included groceries, daily produce, meat and fish, fresh fruits and vegetables, drinks 


and tobacco, services, clothing, electrical goods, motoring and eating out 


PALLAVI SRIVASTAVA 


н бааа a аа 5 —— i ла аы маа с=с d 


US Social Security Tax: Hope for Indian Pros 


ROFESSIONALS IN THE US HAVE TO PAY A SOCIAL 
P security tax of about 22 per cent on their salaries. 
Indian professionals, who go to that country on short- 
term НІВ visas, also have to pay this levy. But they do 
not get any benefits or refunds once they return to India 
as the benefits kick in only after paying the taxes for at 
least 10 years. The National Association of Software and 
Service Companies (Nasscom) estimates that Indian pro- 
fessionals in the US contribute $500 million (Rs 2,250 
crore) every year as social security taxes without getting 
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any benefits. Now, the two countries are working 
towards a "totalisation agreement" that will either 
exempt such professionals from having to pay taxes or 
find some way of compensating them for the same. 
"The agreement will ensure that Indians who have 
paid the tax in the Us get some benefits in return," says 
a senior government official. India has already signed 
a similar agreement to this effect with Belgium and is in 
talks with The Netherlands and France to do the same. 

AMIT MUKHERJEE 


SVASIS IHSWuVIJdVS 


оем 7734 


“Since you have a moderate 


risk profile you should consider 
a 7% exposure to the Franklin 
India Index Fund, Mr. Sehgal.” 


At American Express Financial Advisory Services, 

we recommend what is right for you. Often it is not our own 
product. So when it comes to your investments you can 
trust us to give you unbiased advice, helping you preserve 
and enhance your wealth. SMS ‘Wealth’ to 6677 or write to 


us at financialadvisory@aexp.com for more details. 





FINANCIAL ADVISORY SERVICES AMERICAN 


| [EXPRESS 


"This is only an illustration. This is not o general or universal recommendation. Investments ore subject to market risks. Please read the offer document carefully before investing. 
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ТОР OF MIND 
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What is it? Airlines in India, which are 
bleeding money, have decided to add a Rs 
150 "Congestion Surcharge" to their fares 
to compensate for air traffic delays. 


Why? The airlines claim that they lose Rs 
2,500 every minute a plane (Airbus 
A320/Boeing 737) circles over a city 
waiting for a landing slot and this con- 
tributes to their losses. Kingfisher, for 
example, lost Rs 104 crore in the first half of 2006-07. 

The problem? Civil Aviation Minister Praful Patel thinks that the airlines 
should not charge consumers an "additional" surcharge over and above the hefty 
Fuel Surcharge they already levy and has instructed Indian not to charge this 
particular surcharge. 


The situation now? So what if the minister doesn't like the surcharge; most pri- 
vate carriers have ignored the minister's diktat. 


What does it mean for you? You see, the cheap advertised fares notwithstanding, 
the actual amount you pay is usually Rs 3, 000 more (on a return ticket) than 
the published fare. 


KUSHAN MITRA 
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ECONOMY 
A Mixed Picture 
17,952 





* ° ) Ф 
Dec. "05 Маг June Sept. 
2006 —— 
Figures in Rs crore source: SEBI 


Third quarter figures are up to Dec. 6, 2006 


Status: Rs 15,187 crore in the third 
quarter of 2006-07, up 35.45 per 
cent from the previous quarter. 
Impact: Rising РЇЇ inflows augur well 
for the country's bourses as well as 
the economy. The recent buoyancy in 
dollar inflows have not only created 
depth in the market, but also 
strengthened the rupee. 


5.4 
4.6 | 


2003 2004 2005 2006 
Source: BT research 


Rising Again 





Figures in per cent 


Status: 5.45% in 2006 compared to 
4.6% in the previous year. 

Impact: Despite a softening of crude 
oil prices, inflation is on the rise in the 
domestic market. Higher levels of 
inflation have the potential to increase 
the interest rates thereby affecting the 
consumer boom and Savers. India 
Inc, which is in expansion mode, 
will be affected by rising interest 
rates as it will increase the cost of 
production. 


COMPILED BY ANAND ADHIKARI 


lVd INVNId 


78 g iovamni 


RAYMOND WEIL 


GENEVE 


www.raymond-weil.com 


Point of Sale: * New Delhi: Kapoor Watch Company: Tel. +9 11 24693712 * Gurgaon: Kapoor Watch 
Company: Tel. +91 951 245017773/7774 + Kolkata: Exclusive Lines: Tel. +91 33 22820626/32992027 - 
Exclusive Lines, Metro Plaza: Tel. +91 33 22882630/32990569 * Mumbai: Popley La Classique: Tel.*91 
22 26422290/4946 - Popley La Classique, Grand Hyatt Hotel: Tel. +9! 22 30602000/1/2 - Swiss Gallery: 
Tel: +91 22 23520903/235 16086 - Watches of Switzerland: Tel: +91 22 26402511/12 - Ethos: Tel: +91 
22 6640699 1/92 - Swiss Boulevard: Tel: +91 22 24813250 * Bangalore: Rodeo Drive Luxury Products 
Pvt Ltd: Tel. +91 80 41248471/72; +91 80 22271977 - Ethos: +91 80 22067775/76 * Chennai: The 
Helvetica: Tel. +91 44 28490013/15 * Ahmedabad: The Golden Time-I: Tel. +91 079 2442802/ 
26466021/26441420 - The Golden Time-2: Tel. +91 079 26924900/32520997 • Chandigarh: Ethos: Tel. 
+91 172 5086480/81 • Ludhiana: Ethos: Tel, +91 161 5088224/225 * Pune: Ethos Swiss Watch Corner: 
Tel. *91 2066204497-98 
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P-WATCH 


A bird's eye view of what's hot and what's 


not on the government's policy radar. 





REGULATOR MOOTS CROSS SUBSIDY! 

THE FORCE OF THE TRUCKERS' LOBBY IS WELL 
known—diesel prices are never marked to 
market; they are subsidised by the govern- 
ment and oil companies. Now, it appears, 
they have flexed their muscles in the insur- 
ance business as well. The Insurance 
Regulatory Development Authority (IRDA) 
has mooted a solution that will subsidise 
the third party insurance costs of truckers. 
Left to the market, the premia would have 
vaulted 270 per cent in some cases. The IRDA has moderated this by allowing 
a pooling mechanism for third party insurance business. 

The insurers will participate in the pool in direct proportion to their 
overall general insurance premium and will also get a 10 per cent commis- 
sion on their motor insurance business. 

Whether it is pragmatism or a case of succumbing to political forces, the 
"soft" approach of the regulator surely does not augur well for its image. 

SHALINI S. DAGAR 


Soft Landing Approach 


HGS 





TALK MORE, PAY LESS 

IN A MOVE THAT MAY WELL RESULT IN A STEEP REDUCTION IN STD TARIFFS IN 
the country, the government is considering resale of domestic long 
distance bandwidth. 

Currently, domestic bandwidth is sold by operators to BPOs, rres compa- 
nies and large corporations, who are the end-users. The government 
proposes to allow intermediary operators who will be able to sell down 
bandwidth to the same end-users. They can use the physical infrastructure 
laid by the long distance operators. So, how does this help reduce costs? 
Since marketing expenses are as high as 30 per cent of service cost, creating 
a second layer of marketers will help defray this cost better, argue experts. 

So, how far is it away from reality? A high-powered government com- 
mittee has reportedly submitted its report to the Prime Minister's Office, 
terming the move as essential. Hopefully, this should create the necessary 
momentum for expeditious policy making. 

SHALEEN AGRAWAL 


FUELLING FREEDOM 

PRIVATE AIRPORTS ARE GOOD FOR CONSUMERS—ONE CAN EXPECT QUALITY 

service. They will also be good for airline companies that spend up to 

30 per cent of their bills on fuel. The government is planning to allow 

free competition amongst Aviation Turbine Fuel (ATF) retailers in pri- 

vate airports. Consequently, private operators will decide the supplier 

of ATF in their respective airports. Currently, public sector oil compa- 

nies enjoy a virtual monopoly on selling АТЕ to airlines as they alone 

have the right to set up oil dumps in airports. 

Competition will surely help, especially given the high crude oil prices. 

AMIT MUKHERJEE 
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NHPC IN EQUITY MART 


RARELY DO COMPANIES ON 
state-support head for the 
market. Early this month, 
the Cabinet approved an 
Initial Public Offering (IPO) 
by the state-owned National 
Hydro-electric Power 
Corporation (NHPC). 

It is learnt that dilution 
in equity will be up to 24 
per cent of NHPC's total 
capital. Listing the com- 
pany on the exchange will 
surely make the company 
answerable to a larger 
audience, especially given 
its past performance. 


SHALINI S. DAGAR 
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Loading: Cargo business 
CARGO FDI TO EASE 


THIS IS ONE BAGGAGE THE 
country could have more of. 
Cargo. The Civil Aviation 
Ministry is planning to ease 
the foreign investment 
limit in the aviation sector 
from the prevailing 49 per 
cent to 74 per cent. 
Civil Aviation Minister 
Praful Patel is planning 
to extend liberalisation to 
sea planes as well. 
Loosening the FDI belt 
will help for sure. 

AMIT MUKHERJEE 


ЕТА Fujitsu General 


The only air-conditioner that keeps aesthetics in mind, 
your office in comfort and your finances in check 





DC inverter control compressor - for up to 50% power saving 


A IIRSTAGE L / “SERIES High efficiency refrigerant R410A | Long piping design - max o GEN ERAL 


Variable Refrigerant Flow System length 150m, height 50m | Easy installation & maintenance AIR CONDITIONERS 


Advanced control options | Connect up to 48 indoor units, with capacities from 6,000 to 90,000 BTU The Extreme Machine 


The @GENERAL range includes Highwall, Ceiling-wall, Cassettes, Multisplit - DC Inverter, Ductables and Windows. Heat-pump models also available. 





ETA GENERAL Pvt. Ltd., Corporate Office - Chennai: Ph: 28297627-30. Fax: 28297634. Reglonal Offices: New Delhi: Ph: 24649268 Mumbai: Ph: 26865334 - 37 

Kolkata: Ph: 22836508 Branch Offices: Ahmedabad: Ph: 26743260 Bangalore: Ph: 25356711 Bhubaneshwar: 9861226968 Chandigarh: Ph: 5087288 - 90 
© Hyderabad: Ph: 66323530 Vijayawada: 9849157606 Indore: Ph: 9893078731 Jaipur: Ph: 3966080 Kochi: 4010638 Nagpur: Ph: 9371177785 Pune: Ph: 26051310 
Surat: Ph: 98980-89591. 
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NEWS NUMBERS OF NOTE 


NUSLI WADIA 1 1. The number of hours a week, on average, 
that surfers spend on the net in Europe 


1 8 million tonnes: The annual consumption 
of sugar in India 


1 5.6 per cent: The annual growth rate of 
the media and entertainment industry in India, 
according to CRISIL 


Rs 2,00,000 crore: India's oil import 


bill in the last financial year 





2 million: the estimated number of non-gov- 
ernmantal organisations (NGOs) in India 








UMESH GOSWAMI! 
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Britannia's Wadia: In a tangle with Danone 
24 per cent: The growth in Indian client PC mar- 


USLU WADIA IS NOT NEW TO CORPORATE BATTLES. HIS 
run-in with Dhirubhai Ambani in the 80s ls: ket in the third quarter of 2006 
М still among the most famous battles ever. 
EL $320 billion (Rs 14,40,000 crore): The invest 
Groupe Danone. The issue: Danone's decision to ac- ment needed over five-to-seven years to meet the 
quire a 5 per cent stake in Bangalore-based bio-tech- demands of India's construction sector 
nology and bio-informatics company, Avestha 
Gengraine Technologies in November this year. Rs 27,450 crore: The present size of the 
The Wadias challenged this in the Bombay Indian food industry 
High Court on the grounds that Danone's decision 
was a violation of the non-compete clause between 1] 62 per cent: The growth in India's life insur- 
the two groups. Back in 1994, the Wadias and. ance industry's new premium income in the first 
Danone had set up a company called Wadia ESN half of 2006-07 to Rs 29,664 crore, compared to 
india to yaunen packaged foods from Danone's ir Rs 11,323 crore in the corresponding period last year. 
ternational range. The Bombay High Court has re- 
ae dn it и — Rs 2,258 crore: The worth of foreign 
ing ahead with the deal. The case will come up for exchange India could save by March 31, 2007 if 10 
hearing on January 10. | | per a аы of ethanol with petrol is allowed all 
The Wadias and Danone are partners and CVE! india 
equal shareholders in Britannia—the two groups 4 1 | | 
together hold 51 per cent of the company's equity. .1 per cent: The rate at which agriculture must 
The first sign of discord was apparent a few grow for five years to push the GDP growth rate to 
weeks ago when Danone's financial results for 10 per cent 
the third quarter of 2006 did not include 
Britannia's numbers. In an official statement, it said 7 О y ООО: Estimated number of weblogs created 
Britannia did not give out the numbers on the globally every day on the internet 
grounds that it was “price-sensitive information”. 
Wadia was not available for comment. linan. Dri ui in Asi 
Over the last year now, Wadia had been $48.7 bilion: Private equity investment in Asia 
involved in a messy battle over the Mumbai mill 
land issue, which finally went in favour of the 
mill owners. Now, in the current dispute relating Rs 7,875 vigi ie 3 
to Britannia, he will have to use all his skills їо  Va'ue OF India's tiim Industry in 


ensure that he wins this battle as well, eee Mee ae : ы) 
KRISHNA GOPALAN 
Rs 15,300 crore by 2010 
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BRITISH AIRWAYS 


We Guarantee a 
j EL. Bed in Business Class 


ny у Club World business class with British Airways, you 
de flat bed. And because we have more flat beds to 

cere any other airline, we offer a wider choice of 

ke up in. tbe word is waiting. 
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DISSECTING THE NEW ZEN ESTILO 


LOBAL — 

6 0 INDIA 55 | = ARGENTINA 3.0 SWEDEN 1.7 | 
x ' | 

GROWTH MALAYSIA 5.4 ated SWITZERLAND 2.8 GREECE 17 


CENTRES CHINA 52| = SPAIN 2. w. DENMARK 1.6 W 


India will become the third THAILAND 4. -— BRAZIL 2.4) ' ITALY 1.5 
largest economy around d ; де ' — 
2010, surpassing Japan, TURKEY 44 CANADA 2.3 BELGIUM 15 | 


China will close in on the — IRELAND 38 a FRANCE 2.1 GERMANY 1.3 
US GDP level by 2020 in — қ 
purchasing power INDONESIA 3.5 NORWAY 2. FINLAND 1.3 
parity terms. KOREA 33 = NEW ZEALAND 2.1 NETHERLANDS 1.3 
RUSSIA: 3.2 | i AUSTRIA 2.0 1.3 
No data for education > — 
GDP per capita PORTUGAL 1.9 JAPAN 0.7 
Il Population growth 11 тип UK ТІ 
Figures in per cent | For the period 2006-20 





*India has put itself on the radar of every 
investing entity in the world. The world 
recognises that it'll be impossible to do 
business without India" 


Commerce € Industry Minister, in Forbes 


“Т will apply my money where my judgment 
thinks it can make the maximum returns. 
Business is business everywhere" 


t Chairman, Videocon, in Time 


“There is no such thing as a first-mover 
advantage in these new markets (like India) 
and if the right thing is to wait, then so be it” 


an analyst for Credit Suisse, in The Times 


“I dislike gadgets beeping while I am 
making a point” 


Chairman, Wipro, їп Financial Times 


Pet Peeve | 
ple he bgre y | “We do not need SEZs right now. 
We need to focus on agriculture 


Chief Minister, Bibar, in The Indian Express 


“We are in a sweet spot with high 
consumption and investment demand. The 
Indian economy has got the momentum it 
needs" 


r. CEO. Indian Council for Research on International 
Economic Relations, to BBC.com 


*India has gone much beyond call centres. 
[ndia should be to Unilever what China 
has been to other global companies" 


CEO, Unilever, to agencies 


A recent foresight model reinforces the success story of Asian "Today, India is more vibrant and adventurous 


economies, with special emphasis on India, China and Malaysia in its pursuit of excellence than ever before” 
According to the report, China will close in on the US GDP level by 
; Chairman б CEO, Cisco, in Business Stand: ird 


2020 in purchasing power parity (PPP) terms. India Is projected 
to become the third largest economy around 2010, surpassing 
Japan. Germany and Japan are shown to be in relative decline 


China's level of GDP per capita is today roughly equal to that of 
Japan in 1960 — before Japan really started to conquer the global Dd io recentis керші BBC 10 the е-е job 
markets. The analysis suggests China and India will continue to with rival ITV, in BBC Online | 

narrow the gap. They will produce ever more sophisticated products 


“You never do a job for money. You do it 
be ‘cause you want tO do it and think you can 
do i It” 


“Size is important if you want to be a global 


- Deutsche Bank Research's Firnek-G "Foresight Model for Evaluating ONE 
Long-term Growth” player as it gives you access to markets, 
- Asian economies: India, Malaysia and China lead the growth rankings resources and talent” 


» Within the EU, growth will range from 1.3% (The Netherlands) to 3.8% ғар арна нашим SHINE MIN SQQ 
(Ireland). 
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PLANNED: By 
Airbus Industrie, 
investments of $1 


billion (Rs 4,500 
AIRBUS crore) in India over 


10 years. This includes the cost of 
setting up a training centre for crew 
(investment: $300 million), an aero- 
structure design and building centre 
($300 million) and an engineering 
centre ($250 million). 


(f^ 


RECORDED: By the Indian automo- 
bile sector, total production of 10 mil- 
lion vehicles during the January to 
November, 2006 period, according to 
the Society of Indian Automobile 
Manufacturers, the first time that India 
has crossed the 10 million mark in a 
year. About 1.1 million passenger cars 
were produced during this period. 


CROSSED: By GSM mobile operators 
in India, the 100-million subscriber 
mark in November, making it the coun- 
try with the third-largest base of GSM 
subscribers after China and Russia. 
Add the 36 million CDMA subscribers 
to this figure, and India's overall mobile 
base touches 136 million. By com- 
parison, Russia had 152 million mobile 
subscribers in November—a lead of 
only 16 million. 


PLANNED: By Cisco, a pilot project to 


make internet protocol phones in 
Chennai by March next year. Cisco 
Chief Executive John Chambers said 
the internet phone manufacturing fa- 
cility is just a start and that the com- 
pany will gradually make its entire 
product range in India. 


ANNOUNCED: By 
the Aditya Birla 
Group, an Employee 
Stock Option Sch- 
eme, for the first 
time, across four of 

— its group compa- 
nies—Grasim Industries, Hindalco 
Industries, Aditya Birla Nuvo and 
UltraTech Cement. 





LAUNCHED: By Google, its online 
advertising product Click-to-Call in 
India. The product will allow users to 
directly call advertisers on Google 
search pages. Click-to-Call ads will 
allow users to speak directly to any 
advertiser they find on a Google search 
results page over the phone and for free. 


RAISED: By RBI, the Cash Reserve 
Ratio (CRR) from 5 per cent to 5.5 
per cent. This will draw out Rs 
13,000 crore from the banking sys- 
tem, leaving it with less liquidity. 
Result: home and other personal 
loans will become more expensive. 


THE LARGEST INVESTORS IN INDIA 
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CNN Headlines NDIV T 
World IBN = Today 247 | 


mH 2005 mH 2006 Figures indicate reach i 
Market: 6 metros Period: 2005-06 (till Dec 2, 
Source: TAM Peoplemeter S 


BC WORLD HAS WITHDRAWN TEL 
B programmes tailormade 
Indian audiences. Shows | 
Question Time India and Mastern 
India have been pulled off air. € 
Jane Gorard, Director, Marketing 
Communications, BBC World: “ 
target viewer is an international t 
eler or someone interested in in 
national events." 

As a result, viewers of BBC W 
in India get to watch the same [ 
gramming (barring the advertis 
feeds) as viewers in Paris or Hi 
Kong. Internationally, BBC Worl 
viewed by nearly 65 million pec 
across 200 countries every we 
making it the largest channel in 
BBC network. In India, BBC Wc 
reaches out to 16.5 million hom 
But the explosive growth in the n. 
ber of Indian news channels | 
slowly eaten away at BBC Worl 
reach in India. (See table) 

But unlike its rival, CNN, wh 
joined hands with a local partn 
TV18, to launch CNN-IBN, BBC I 
no such plans. “We have been 
the market for a long time. We hz 
our own set-up. | do not see a lo 
channel being launched. BBC Wc 
is an English channel and will c 
tinue to remain so," she adds. 

T.V. MAHALING 


Corporates, Hotels, Malls, 





GROUF 


IT and Industrial India 


We give them the power to perform 


IIIIII 
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МУЛТ 


Ericsson, Delhi 


Electricals, HVAC, DG Sets 

When it comes to electro-mechanicals, we've helped execute 
some of the most complex projects. In India. As well as abroad. 
I'd interest you to know, we're a Shapoorji Pallonji Group 


company. We have over 77 years of experience, a nation-wide 





network and a team of more than 500 engineers. We have earn 
quite a reputation for ourselves. By delivering all our proje 
right on time. While adhering to the highest technical and qua 
standards. Which is why the most exacting clients keep com 


back to us. Indeed, we empower them. 


STERLING a- WILSON 


ELECTRICALS PRIVATE LTD 


Bussa Udyog Bhavan, T. J. Road, Sewri (W), Mumbai - 400 015 
Tel: +91 22 24177300 Fax: +91 22 2417733! 
Email: mumbai@sterlingwilson.com Website: www.sterlingandwilson.« 





Р recommends Windows® XP Professional 


Get the future-ready HP Compaq dc7700 Desktop PC, 
" powered by Intel" vPro™ Technology, it provides better 


relurns with longer use. Don't wait any longer. Get the HP 


) Ro DUCT ^ ТҮТУ. Compaq dc7700 Desktop PC today. 


TCO. (2 | 


а Desktop 


life-cycle cost of 


Downtime 9% 


Purchase price for 
hardware and 
software 23%" 


Development 3% 


| Management 15% 
Support 11% 





GET SMART. GET THE HP COMPAQ dc7700 DESKTOP PC. 


Did you know that 77% of your computer's cost hits you after you bought it? It is estimated that the purchase price 
` in case of desktop computers, forms only 2396* of the total cost of ownership! So where does most of your money 
go after you have bought the desktop for your office? It goes into maintenance, upgradation and general 
troubleshooting. It thus naturally follows that the computer hardware system with the lowest purchase price may 


not necessarily be the most cost effective system. 


WHAT IS T.C.O.? 


'Total Cost of Ownership! or TCO is the sum total of all the costs incurred to keep any product, in this case a 
computer, operational and productive throughout its life cycle. This would include all expenses related to 


purchase, maintenance, upgradation, etc. 


STAY WORRY-FREE. 


Keeping this factor in mind, HP has introduced a specialized range of desktops targeted at corporate business 
houses. Giving you worry-free office infrastructure with high performance capabilities at a minimal TCO. The HP 


Compaq dc7700 Desktop PC has been designed specifically to cater to the office of the future. 


THERMAL ALERT AND VARIABLE SPEED FANS. 


The HP Compaq dc7700 Desktop PC offers thermal alerts for preventing damage due to overheating as well as 
ensuring optimal cooling and power usage; Altiris Local Recovery software for extra data security; HP Client 


Manager software for image development, asset tracking, inventory management, fault detection and more. 


HP. THE ESTABLISHED EXPERT AT THE INTEL® vPro™ TECHNOLOGY. 


Armed with this futuristic technology, you will have the power to use entirely different 
applications at the same time. Because in this super fast age when every split 


second counts, multitasking is the need of the hour. Thanks to Intel® vPro™ 


Technology, you can run computer intensive applications in the foreground, while 
the software updates and virus scans etc. can go on in the background. vPro 
What's more, it not only makes your PC impregnable, but also enables your IT 

people to remotely find, inventory, diagnose and repair the networked PCs, even 


Core'2 Duo 
when they're powered off. So, usher in a higher productivity at a lower TCO. inside” 





For taxes/levies in your area, please contact the numbers listed above or an HP Authorised Retailer. Manufacturer's warranties and delivery conditions apply. Product visuals may vary from the 
actual product. © 2006 Hewlett-Packard Development Company, L.P. The information contained herein is subject to change without notice. Core Inside, Intel, Intel logo, Intel Core, Intel Inside, Intel 
inside logo and Intel vPro are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries. Microsoft and Windows are U.S. registered 
trademarks of Microsoft Corporation. All other trademarks are used for identification purposes only and belong to their respective owners. * Includes Client server and enterprise acquisition cost. 


. 
Source Gortner Group. @ PUBLICIS HP-PSG 1130 06 











u/ The celebration is on. Aaj Tak relishes the flavour of winning the 
Å Indian Telly Award and Hero Honda Indian Television Academy 
Award for the Best Hindi News Channel. Thank you viewers, 
j advertisers and cable operators for reposing faith in us. 
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bt vital signs 


THE BT 50 FIGHTING FRAUD RISK 


A recent survey by global consulting firm KPMG Forensic reveals that most organisations are 
INDEX not equipped to handle fraud. The survey covered over 1,000 private and public companies 
5 in India, with annual revenues ranging from less than Rs 50 crore to Rs 1,000 crore. The 
Markets test new highs. survey is an attempt to provide a definitive insight into fraud, its aftermath and, most 
BT 50 importantly, the measures that must be taken to prevent fraud. 
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[б БКО: osa What are the reasons for organisations being threatened 
—— Huan; by fraud? 
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BT Pharma 
Poor internal controls 
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Lack of ethical values 20 
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Does your organisation have a fraud response plan 
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WILL CALCULATE THE RPM OF THE 


WHEN A “DOOSRA” IS BOWLED. 
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YOU COULD CALL IT THE PASSION TO DELIVER INNOVATIONS FOR OUR CUSTOMERS. 


It shows in the way our engineers pioneered multi-axle trucks and 
tractor trailers — modern India's popular means of efficient 
transportation. Beyond innovations and multiple product variants, 
we do all it takes to make our customers' business profitable: setting up 
driver and service training centers, country-wide service and Leyparts 
network, offering annual maintenance contracts, 24-hour helpline... 


Our engineers are now busy developing a simplified computer for trucks, 
which will track fuel usage and vehicle performance. Also on the anvil: 
a whole new range of modern, fully-built, high-performance vehicles. 
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Virtue of 





Value 





Is Hutch Essar, along with its Hong Kong parent, up for sale? KRISHNA GOPALAN 


I KA-SHING, CHAIRMAN OF 

the Hutchison Whampoa 

Group, has an uncanny 

knack of spotting a busi- 

ness opportunity, in- 
vesting in it and getting out at huge 
valuations. He launched sTAR Tv in 
1991 which he sold to Rupert 
Murdoch two years later for $950 
million. Ih 1994, he established 
the Orange mobile phone serv- 
ice in Britain which he sold in 
1999 to Mannesmann, for which 
he got money and 10 per cent of 
Mannesmann's shares. Last fort- 
night, the question buzzing in 
telecom and corporate financial 
circles was: Is Li's richly valued 
telecom business headed for the 
block as well? 

Recent media reports suggest 
that two private equity players— 
Blackstone Group LP and Texas 
Pacific Group (TPG)—will make a 
bid for the Hong Kong-based 
Hutchison Telecommunications 
International Limited (HTIL), which 
clocked revenues of HK$15.66 bil- 
lion (Rs 9,000 crore) for the first 
half of 2006. Blackstone is said to 
be in dialogue with Anil Ambani's 
Reliance Communications to bid 
for the deal. (Both Blackstone and 
TPG declined to comment when 
contacted by BT.) Importantly, 
HTIL includes the Indian opera- 
tion, Hutchison Essar Limited 
(HEL), which alone contributed 45 
per cent to HTIL's turnover in the 
first half. HTIL’s stake—direct and 
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indirect—in HEL is about 67 per 
cent while the rest is held by the 
Indian partner, the Essar group. 

Apart from India, HTIL offers 
mobile services in Macau, Israel, 
Thailand, Sri Lanka and Ghana. In 
Hong Kong, HTIL offers mobile 
and fixed-line telecommunication 
services. India, however, is the 
big story for HTIL and, not sur- 
prisingly, the Indian arm's healthy 
valuation—estimated to be around 
$11 billion (Rs 49,500 crore)—is 
the result of its operations' good 
performance. HEL operates in 16 
circles in India and has just re- 
ceived a letter of intent (Lol) 





At it, again: So, is Li all set to pull off yet another multi-billion dollar deal? 


for six new circles which will in- 
crease its presence to 22 circles 
against a maximum of 23 circles 
for a pan-India presence. When 
HTIL acquired the Hindujas' 5.11 
per cent stake in HEL in June this 
year for $450 million (Rs 2,025 
crore), HEL was valued at $8.8 
billion (Rs 39,600 crore). With 
the new circles coupled with a 
National Long Distance (NLD) li- 
cence and an increasing subscriber 
base—this is well in excess of 20 
million—the valuation story could 
not have looked better for HEL. 
"HEL is in play on the Indian tele- 
com M&A scene,” says a telecom 


industry official. HEL officials said 
they do not comment on market 
speculation. 

If HTIL wants to exit its India 
operations, its strained relationship 
with partner Essar might have plenty 
to do with that decision. Earlier this 
year, the two partners found them- 
selves in the Bombay High Court— 
Essar, on its own, had bought out 
Rajeev Chandrasekhar's BPL Mobile 
operations across four cellular circles 
and sold it to HEL. Barring Mumbai, 
the other three circles were merged 
into the HEL fold and Essar called off 
its deal to sell the Mumbai operation 
to HEL. It, then, dragged HEL to 
court for not sticking to its com- 
mitment to acquire the Mumbai 
operation which was delayed since 
the go-ahead did not come from 
the Department of Tele- 
communications (DoT). This was 
preceded by Egyptian cellular 
major Orascom's decision to acq- 
uire a 19.3 per cent stake in HTIL 
that gave it a 10 per cent indi- 
rect holding in HEL. This has not 
gone down too well with the Essar 
Group. While the first right of 
refusal for HTIL’s holding will be 
with Essar, it remains to be seen if 
the Ruias will be interested and, 
even if they are, how will they 
raise the money. 

The effect of this squabbling 
has been that HEL’s much talked 
about initial public offering (IPO) is 
pretty much on the backburner. 
The options left to Li are rather 
straightforward. If he does decide 
to sell, HTIL’s 67 per cent hold- 
ing—this includes stakes held by 
Analjit Singh and Asim Ghosh— 
could be worth more than $7 bil- 
lion (over Rs 31,500 crore). With 
no IPO in sight, Li will have almost 
no option to unlock his value in 
HEL other than selling out his 
holding. At 78 and with a net 
worth of close to $19 billion (Rs 
85,500 crore), Li might still have 
what it takes to pull off another 
multi-billion dollar deal. 
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Banking 
Old Blighty 


ICICI Bank UK is busy pock- 
eting non-Indian customers. 


T MAY STILL BE A PYGMY IN 
| [aae with Barclays, HSBC, 
Lloyds and NatWest, but ICICI Bank 
UK isn't doing badly for itself in that 
region. The three-year-old subsidiary 
of India's second largest bank, ICICI 
Bank, has found a comfortable niche 
for itself by building a balance sheet 
that's as large as $3.5 billion 
(Rs 15,750 crore), which is expected 
to hit $5 billion (Rs 22,500 crore) by 


Build or Buy? 


March 2007. This makes it the 
largest Indian bank in Europe (and 
the highest rated one in the UK, to 
boot). *As a niche player, we are 
able to translate our low operating 
costs into lower interest rates for 
our depositors," explains Sonjoy 
Chatterjee, MD & CEO, ICICI Bank UK 
Ltd. For instance, the UK subsidiary 
offers a savings rate of 5.3 per cent 
on its direct banking (internet) plat- 
form, as against the base rate of 
5 per cent prevailing in that geog- 
raphy. Through this platform, the 
bank is acquiring on an average 
5,000 customers a month. The UK 
subsidiary has now emerged as the 
largest subsidiary of ICICI Bank, 


Ара Ambient may aya ipe ECKEN 


— кугу ro ч Й 


Raen ANIL AMBANI QUITE 
literally shocked the telecom 
fraternity when he expressed an 
interest to commence GSM serv- 
ices across the country. Ambani 
already has a presence in the GSM 
space through group company, 
Reliance Telecom Limited (RTL), 
which operates in seven circles 
with a total subscriber base of 
around three million. But the 
CDMA operations, with a subscriber 
pool in excess of 24 million, form 
the core of Ambani's Reliance 
Communications. 





Media reports have indicated 
that Ambani has been in discus- 
sions with the Blackstone Group 
to acquire Hutchison Essar Ltd 
(HEL), the Indian arm of Hutchison 
Telecom International Ltd (HTIL)— 
see Virtue of Value. Indeed, HEL is 
a well-established operation and, 
with Ambani’s large CDMA sub- 
scriber base, he will become the 
largest player in Indian telecom. 
When contacted, a Reliance 
Communications spokesperson 
said that the company does not 


who has reportedly floated a 
Rs 36,000 crore tender for 75 
million GSM lines. An acquisition 
may not prove much cheaper (HEL ` 
is estimated to be worth Rs 49,300 
crore), but will mean a quicker 
entry into GSM. If such a deal 
works out, Ambani and the 
Ruias—33 per cent stakeholders in 
HEL—would have to work tog- 
ether, unless the former is able to 
buy out HEL lock, stock and Essar. 
KRISHNA GOPALAN 
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which also contributes the most to 
consolidated profits. Also laudable 
is that the customer base is domi- 
nated by non-Indians in the UK 
rather than persons of Indian origin. 
ICICI Bank UK could well be 
one big reason why ІСІСІ Bank 
CEO & MD K.V. Kamath is optim- 
istic about international opera- 
tions, which are expected to acco- 
unt for a fourth of the bank’s bal- 
ance sheet by 2010 (currently they 
contribute a 10th). Fuelling this 
charge will be Chanda Kochhar, 
Deputy MD, who has built ICICI 
Bank's Indian retail portfolio into 

a Rs 1 lakh crore colossus. 
Hemmed in by the big boys of 
British banking, the ІСІСІ Bank UK 
strategy revolves around a low-cost 
internet banking platform to pene- 
trate the market there. In fact, ICICI 
Bank Canada has also adopted a 
direct banking platform. *We are 
seeing scale emanating from this 

platform," avers Chatterjee. 
ANAND ADHIKARI 


Fight to the 
Finish... 


Or can Groupe Danone and the 
Wadias smoke the peace pipe? 


jen. BATTLE BETWEEN NUSLI WADIA 
and France's Groupe Danone, 
from all counts, is a while away 
from resolution. The two partners 
are now in court and this could 
well be the beginning of a long, 
hard battle. The bone of conten- 
tion: Danone's decision to pick up 
a stake in Avestha Gengraine (Aves- 
thagen), a Bangalore-based com- 
pany with a focus on the conver- 
gence between food, pharmaceu- 
ticals and population genetics. 
The first round seems to have 
gone in favour of the Wadias with 
the Bombay High Court restraining 
the transfer of shares. Danone was 
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looking to acquire a 5 per cent stake 
іп Avesthagen for 65 million (Rs 30 
crore). The Wadias have contended 
that this is *a clear breach" of the 
provisions of the joint venture (JV) 
agreement that was entered into 
between Groupe Danone and the 
Wadia Group in 1995, A clause 
specified that any new opportunity 
relating to a food/beverage prod- 
uct in India would first be offered 
through а JV, Wadia-BsN Ltd. The 
breach has taken place since Danone 
has decided to invest in Avesthagen 
through a subsidiary, Dan- 
invest.com. Interestingly, the Wadia 
Group had decided to invest in 
Avesthagen through Wadia-BsN even 
as Danone's representative director 
on the board, Francois Roger, opp- 
osed the proposal. This resulted in 
the inability of the board of Wadia- 
BSN to pass a resolution on this pro- 
posed investment. 

For some time now, things have 
not been exactly cordial between 
Danone and the Wadias. The two 
are equal partners in the FMCG major 
Britannia where both hold a 25.5 per 
cent stake. Sparks flew when 
Danone's financial numbers for the 
quarter ended September 30, 2006 
did not take into consideration 
Britannia's numbers. Britannia's 
Board of Directors decided to limit 
the release of what has been des- 
cribed as “price-sensitive financial 
information” to comply with stock 
exchange regulations in India. This 
was followed by a dispute on royalty 
payable on brands like “Tiger” and 
“Little Hearts.” “Tiger” is a Britannia 
brand and Danone pays a royalty 
for using the brand in other markets. 


No resolution in sight: The fight between Nusli Wadia and Groupe Danone rages on 
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"Little Hearts", quite similarly, is a 
Danone property for which 
Britannia pays a royalty. 

In a recent mail to BT, Danone 
says "...it has agreed to return int- 
ellectual property to Britannia, to 
pay any royalties due and are in 
conversations to determine the con- 
ditions of this return." The Wadia 
Group, for its part, says it is pleased 
with the court order concerning 
Avesthagen. “We value our part- 
nerships and our decision to take 
action was only to ensure protection 
of our interest keeping the Wadia- 
BSN JV in mind. We do not believe 
that this case will jeopardise our 
current business partnerships with 
Groupe Danone," goes a Wadia 
Group statement. News reports 
have suggested that Danone could 
either exit from the Britannia JV or 
acquire the Wadias' stake. For now, 
the partners appear to be doing 
their bit to avert such an eventuality. 

KRISHNA GOPALAN 


PRA De = SA ғым лына 
Freedom, but 
at a Cost 


The soon-to-be freed general 
insurance sector isn’t rejoicing. 


OME JANUARY 2007, THE 

highly-regulated general 
insurance industry will be unsh- 
ackled—‘“de-tariffed,” as the 
Insurance Regulatory Develop- 
ment Authority (IRDA) terms it, 
which allows over a dozen non- 
life insurance companies to 
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decide their premium rates—but 
few CEOs аге in a celebratory 
mood. That's because deregula- 
tion is expected to be followed by 
a vicious bout of undercutting. 
says Kamesh Goyal, CEO, Bajaj 
Allianz General Insurance 
Company: “The profitability of 
the non-life industry has been de- 
teriorating every year and it is 
expected to get even worse post- 
de-tariffing.” 

Goyal is not the only one who 
feels this way. A recent study by 
rating agency CRISIL also points 
towards underwriting losses. It rev- 
eals that a projected 10 per cent 
reduction in own-damage premium 
for fire, engineering, and motor, 
accompanied by a 20 per cent inc- 
rease in motor third—party (motor 
TP) premium, will result in the ind- 
ustry's underwriting losses inc- 
reasing by 17 per cent. Krishnan 
Sitaraman, who heads e-financial 
sector ratings at CRISIL, says: 
“Underwriting losses will increase 
immediately after ‘de-tariffing’, as 
the benefit from the increase in 





Kamesh Goyal: Profitability concerns 


motor TP premium will be insuffi- 
cient to offset the impact of the 
reduction of premium levels in 
profitable segments.” CRISIL expects 
the core business operations of ind- 
ustry players to remain unprof- 
itable over the medium term. 
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Bid or Blink? 


Tata and CSN slug it out for British steel major Corus. 





Ratan Tata: Stealin k for a fight 


f ine MIDDLE GAME FOR CORUS 


had begun, at the time of writ- 
ing. After Tata Steel opened with 
a 455 pence a share for the British 
steel giant, Brazilian steel major 
CSN got into the game with a 
counter-offer of 475 pence. Even 
as speculation mounted about the 
Tatas' prospects in a bidding war 


—or whether it would get into 


one at all—on December 11, the 
Indian steel behemoth sweetened 
its offer to 500 pence. Within a 


few hours, CSN was ready with its 


move—another counter-offer of 
515 pence. While Tata Steel's inc- 


reased bid placed the value of 


Corus at £4.7 billion ($9.19 billion 


CRISIL also believes that this is 
likely to increase competition in 
profitable business segments such 
as fire and engineering, translating 
into lower premium. In contrast, 
returns from severely loss-making 
segments, such as motor TP insur- 
ance, are likely to improve to some 
extent, as industry players raise pre- 
mium rates to cover expected claims. 

Yet, there are those who be- 
lieve it is too early to predict a rate 
war. "The increase or decrease in TP 
motor rates has not yet been dec- 
ided. It could be more or it could 


or Rs 41,355 crore), CSN’s offer 
has increased it by about three 
per cent to £4.84 billion ($9.47 
billion or Rs 42,615 crore). 
Interestingly, Corus' valuation has 
increased by 13 per cent in 45 
days. In a statement released to 
the media on December 10, Tata 
Group Chairman Ratan "Tata said: 
"We remain convinced of the 
compelling ыды? rationale of 
this partnership the revised 
terms deliver substantial additional 
value to Corus shareholders.” 
December 20 is when Corus 
shareholders meet, which gives 
both parties more time to i 
in fresh rounds of bidding. When 
BT went to press, the billion-dollar 
question was: Who will blink first? 
"The deal looks potentially good 
(for Tata Steel) in the medium to 
long term and not so much in 
the short term since there will 
be a lot of debt on Tata Steel's 
balance sheet," says Anshukant 
Taneja, Director (Corporate 
Ratings), Standard & Poor's. 
CSN's track record at concluding 
M&A deals isn't great. That may 
explain its aggression in the bid- 
ding battle for Corus. 
KRISHNA GOPALAN 


be less. It is too early to comment," 
says a cautious Dalip Verma, мр, 
Tata АІС General Insurance 
Company Ltd. But there are in- 
dustry officials who counter that 
investments in manpower, real es- 
tate and distribution will ensure 
that costs of insurers will rise. As 
CRISIL sums it up: "Given their rel- 
atively short track record and lower 
current profit levels, access to con- 
tinued capital infusion will be key to 
maintaining financial strength in a 
‘de-tariffed’ scenario.” 

ANAND ADHIKARI 


Does India need another revolution? 





O TIEL umm 


The humble spinning wheel. It began a revolution that took our nation to freedom and 
self sufficiency. 


Today India faces a different kind of bondage. We are in the coils of a power shortage that 
threatens to overwhelm the country. 


What India needs now is power - unlimited, eco-friendly power that is quick to install. 
To lead this ‘Green Power Revolution’ comes the World No.1 in wind energy - Vestas. 


In 25 vears Vestas has installed more than 30.000 wind turbines in over 60 countries around 
the world - more turbines in more countries than anvone else. Our market share is double 
that of our nearest competitor, * 


Now we bring all of this experience to help India make the journey from reliance to self 
reliance, from dependence to energy independence. 


Just as the spinning wheel once liberated our nation, now Vestas’ turbines will. 


"Soure ATM Consult AAS, March 2006 


Vestas Wind Technology india Private Limited 298, Old Mahabalipuram Road, Sholinganallur, Chennai 600 119, India. Tel: + 91 44 2450 5100 


(Wholly owned subsidiary of Vestas Group, Denmark) Fax: + 91 44 2450 5101 E-mail: vestas-india@vestas.com Web: www.vestas.com 
i < * ‘ 


Regional Off. Tel Nos.: Ahmedabad: 6543 3728 Bangalore: 4132 0488 Coimbatore: 2216 091 
Delhi: 4600 9639 Hyderabad: 2373 4590 Kolkata: 4006 0236 Mumbai: 6712 0712-18 
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Fossil Fashions an India Foray 


The global brand acquires Oyzterbay, ties up with Rajesh Exports. 





Oyzterbay's Nangia: New shine 


IX YEARS AFTER HE EXITED AS 
Sas of Tanishq, the jewellery 
arm of Titan, to set up Oyzterbay 
with the backing of ICF Ventures, 
Vasant Nangia has come full circle. 
His attempt at making affordable 
jewellery (mainly in silver) failed to 
take off and in March this year he 
had sold Oyzterbay's retail net- 
work of 36 stores to Rajesh 
Exports for an estimated Rs 11 
crore. Last fortnight Nangia sold 
the Oyzterbay brand itself, to the 
$1.2 billion global jewellery and 
watches major Fossil for an undis- 
closed sum. Nangia will head 
Fossil's operation now in India as 
its new Managing Director. 

Fossil has a number of well 
known watch brands in its port- 


Going Against 
the Book 


Reprints meant for the region are 
being sold for a song in the West. 


HIS STORY HAS ITS ORIGINS IN A 
5 азиа that first came to light 
some three years ago, when the 
Indian subsidiaries of some promi- 
nent American and British publish- 
ers registered a sudden spike in sales 
by as much as 40 per cent. Much to 
their chagrin, they found that edu- 
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folio including DKNY, Diesel, 
Emporio, Armani, Burberry, 


Zodiac, Adidas and Michele. Mark 


Parker, Senior vp (Asia) of Fossil 
= said “Internationally jewellery and 


watches are sold together as both 


= are fashion items.” Fossil will be 


opening its first store in India in 
Bangalore in January. | 
Fossil India has also entered 


into a 50:50 JV with Rajesh 


Exports to source jewellery for 
the Indian venture. In turn, Rajesh 
Exports will also market Fossil's 
watch brands in its chain of Labh 
jewellery stores. Rajesh Mehta, 
Chairman of Rajesh Exports, says: 


“Тһе arrangement is win-win for 


both of us. While they source jew- 
elry from us we will be selling 
their watches at our showrooms.” 
Fossil, says Parker, is also 
examining the possibility of setting 
up a manufacturing facility in 
India. Nangia adds: "Fossil will 
continue to invest and grow the 
Oyzterbay brand and may take it 
international also. Once our first 
store is up and running we intend 


to roll out across the country." 


VENKATESHA BABU 


cational books written by interna- 
tionally well renowned authors such 
as Philip Kotler, Mikell. P. Groover 
and Ibrahim Zeid, which were 
reprinted in India and meant for 
sale at concessional rates within the 
subcontinent, were being bought 
in bulk, sold off via the internet, 
shipped to Europe and North 
America and being made available 
to university students there at ridicu- 
lously low prices. “We found that 
books that would typically cost 
$125-130 (Rs 5,625-5,850) in the 
Us were available off the internet 
for as low as $30-35 (Rs 1,350- 


1,575), all shipping costs inclusive,” 
informs Subroto Mazumdar, 
President and СЕО, Pearson 
Education (India). This, say pub- 
lishers, is in complete violation of all 
regulations, which prohibit the sale 
of these books outside the territories 
they are meant to be sold in. 

An independent investigation 
conducted by the Association of 
American Publishers (ААР) concluded 
that the racket was being spear- 
headed by some of the top pub- 
lishing houses in the country (which 
cannot be named for insufficient 
documentary evidence with this 
writer). The full scale of the matter 
came to light when customs officials 
in New Delhi seized a consignment 
of reprinted books being shipped to 
Lagos, a country they are not meant 
to be sold in. The representatives of 
the exporter, Indian Crafts Melange 
(ICM), which sources point out is a 
front organisation being operated by 
two of the biggest publishers in 
India, when contacted, refused to 
comment on the matter. (It is now 
understood that ICM has withdrawn 
the consignment unconditionally.) 

The size of the Indian publishing 
industry is estimated at Rs 6,000- 
7,000 crore, of which the reprinting 
business is worth around Rs 1,000 
crore. Publishers concede that the 
resale of management and engi- 
neering books in home territories 





Caught red-handed: A seized 
consignment of books 
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would dent their revenues by just 4- 
5 per cent. “Our concerns are not so 
much monetary, but ethical and 
legal," says Manzar Khan, Managing 
Director, Oxford University Press, 
India. Moreover, they claim that 
within the subcontinent, India is 
the only country that has reprinting 
rights. Says one publisher on the 
condition of anonymity: “Countries 
like Pakistan have been asking for 
reprinting rights for a long time 
and if such business continues un- 
abated via India, foreign publish- 
ers may be forced to start reprinting 
from other countries, something 
that will not augur well for Indian 
students for whom cheap access to 
international books is essential." 
AMAN MALIK 


Go Back, Tata 


Will his Rs 1 lakh car roll out 
of West Bengal? 


T’S A WINTRY DECEMBER MORN- 
Lis in Kolkata, and shops and 
offices are readying to open their 
shutters after a weekend of violent 
protests against Tata Motors' pro- 
posed land acquisitions in Singur, 
an agricultural belt, 60 km off the 
West Bengal capital. Suddenly four- 
five young men walk into Lexux 
Motors, one of the Tata Motors' 
largest showrooms in the central 
business district of the city, initially 
masquerading as customers. One 
of them moves towards the front 
desk and asks if it is a Tata Motors' 
showroom. Hell breaks loose soon 
after, as telephone instruments are 
flung out of windows, and iron 
rods emerge out of nowhere, which 
come handy in shattering window 
panes. Slogans of *Tata go back" 
and *Long live the farmers of 
Singur,” fill the air, even as posters 
saying as much are slapped across 
the showroom. The entire opera- 
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tion takes just 4-5 minutes. 

The 1,000-acre land over which 
Tata Motors wants to build its fac- 
tory to produce its Rs 1 lakh car has 
become a hot-bed of controversy. 
The state claims that the process of 
acquisition of land, and its fenc- 
ing, is complete and it will hand 
over the land to the Tatas, come 
hell or high water or Mamata 
Banerjee, who is on an indefinite 
hunger strike. Banerjee's party, the 
Trinamul Congress, had called for 
a 12-hour Bangla bandh and party 
activists have been putting up 
unscheduled road and rail block- 
ades every now and then across 
the state. sUCI (Socialist Unity 
Centre of India) and other nax- 
alite outfits have also sponsored a 
24-hour Bangla bandh on a separate 
day and are getting into violent 


түй tor... 


statement urging all concerned par- 
ties to stop politicising the issue. 
If there is any silent stakeholder 
in this whole episode, it is Tata 
Motors, whose officials are 
tightlipped. *We are extremely 
happy over the way the state is han- 
dling the whole issue and is coop- 
erating with us," is all Ravi Kant, 
Tata Motors MD, said in a press 
conference in Kolkata recently. And 
sources say with a land price of Rs 2. 
lakh per acre, which has to be paid 
after five years with an annual 
interest rate of 0.1 per cent and an 
electricity cost of less than Rs 3 per 
KWH (including demand charges, 
fuel cost adjustment, electricity duty 
and variability of peaks) and pro- 
posed tax exemptions, the Tatas 
have reasons to be happy. But 
Singur, unfortunately for Tata 





Turmoil in Bengal: Vandalised Tata Motors' showroom 


clashes with armed forces. Social ac- 
tivist Medha Patkar, writers 
Arundhati Roy, Mahasweta Devi 
and a few groups of intelligentsia 
have also joined the bandwagon. 
Support from less predictable quar- 
ters comes courtesy B. Ramalinga 
Raju, Chairman, Satyam 
Computers, who is opposing “any 
forceful grabbing of farmers' land”. 
As many as eight chambers of com- 
merce have issued a joint press 


Motors, is one of the Trinamul 
Congress' few strongholds, with 
the local MLA belonging to the party. 

In the meanwhile, Uttar Pradesh 
Chief Minister Mulayam Singh 
Yadav and Orissa Chief Minister 
Navin Patnaik have reportedly 
sensed an opportunity and are 
attempting to woo the Tatas to their 
respective states. At Gopalpur in 
Orissa, the Tatas had acquired 3,400 
acres of land for a steel plant in the 


33Í[N3NVÀ NINWVHS 


W/hu stau in a Ska 


In od 
HER uou can stay 


0 village? 


Experience Goa as it was meant to be. In our Portuguese inspired village, set in 28 acres of landscaped gardens. Our refurbished 
cottages provide every contemporary comfort, while retaining the laid-back Goan charm. We've enriched the spa experience, added 


a new beach bar, and brought you a new all-day dining experience: Caravela. Come, enjoy a holiday full of local character. 


ғ 


V d : Ф a 1 MU T E А. < 
; i ^i | E inti ^v n11- IB ! 


РИ! T 


A "t 





Taj Holiday Village 
Goa 


Call Taj Reservations Worldwide on 1 800 111 825 (toll free) / 022 6601 1825, write to trn@tajhotels.com or visit www. tajhotels.com 


bt current 


mid-90s, although the project is 
still in cold storage. Plans for a spe- 
cial economic zone on this land 
have also been hanging fire for 
some time now. Besides, the state 
government is developing a hub 
for auto component manufactur- 
ers over a 500 acre land at 
Choudwar in Cuttack district, 
which is not too far off from the 
Tatas' land. West Bengal cM 
Buddhadeb Bhattacharjee crossed 
the first hurdle when he got Ratan 
Tata to agree to put up the first 
automobile unit in the state in 
independent India. A bigger chal- 
lenge now is to hold him back. 
RITWIK MUKHERJEE 


Very Crowded 
Skies! 


Airbus predicts the need for 
1,1100 more planes by 2025. 


F YOU'RE HOPING THAT WITH ALL 
Line modernisation plans of Indian 
airports the air traffic congestion 
situation will improve, you prob- 
ably should not read on. John 
Leahy, Chief Operating Officer, 
Airbus N.A, predicts the Indian 
market will see demand for over 
1,100 aircraft of over 100 seat 
capacity in the coming 20 years. 
Currently there are close to 250 
aircraft in India today. 

“We are on average delivering 
one plane a week to India right 
now,” Leahy says triumphantly. 
“And thanks to our customers we 
have a clear lead over our rivals in 
the market. In 2005, out of the 
327 orders placed for aircraft, 229 
aircraft were from Airbus. This 
year, Airbus claims to have a 75 
per cent share of orders and right 
now 53 per cent of the almost 250 
aircraft in service are Airbus air- 
craft.” However, Airbus has used 
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Hot Flicks and Food 


Pack in a meal after catching the latest hit (or a flop show). 


Growing appetite: It's F&B now 


ICKET SALES WOULD NATURALLY 

contribute the most to multi- 
plex revenues—63 per cent as per 
industry estimates—but food and 
beverages (F&B) also play their part, 
with roughly a quarter of sales. 
The Delhi-based рук Cinema is 


looking to increase the F&B portion 


by foraying into food courts, for 
which ‘Pyr Food Union’ will be 
formally launched in June. “pvr 
Priya and Anupam in Delhi don't 
need a food outlet as there are 


X. 


LIN 





enough options in the area, but 
Sahara Mall and Ambience Mall in 
Gurgaon still need them and this is 
where we would do our first open- 
ing," says Pramod Arora, 
President—Corporate Strategy and 
Business Development, PVR 


Cinema. At Sahara Mall, рук Food 


Union will occupy 14,000 square 


feet and will have 16 different out- 


lets while the one at Ambience 
Mall will be spread over 30,000 
square feet with 22 kiosks. 

PVR plans to do a pan-India launch 
of it new business for which the 


company has identified Dhanbad, 


Ahmedabad and Baroda for the 
June launch. The company plans to 
launch the newer PvR Cinemas 
and рук Talkies along with pvr 
Food Union. PVR plans to oper- 
ate 25 such food courts by 2008- 
end and each would be covering 
between 10,000 and 30,000 square 
feet with total investment for the 
entire project ranging between $1- 
1.5 million (4.5-6.75 crore). 
PALLAVI SRIVASTAVA 





Airbus' Leahy: Sees soaring demand for aircraft 
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some innovative math here, since 
Boeing actually booked the 68 air- 
craft Air India order this year 
(Airbus' calculations categorise that 
order in 2005), which would give 
Boeing a majority of sales this year. 

Despite most carriers being 
hemmed in by huge losses— 
including key Airbus customers 
such as Kingfisher and Air 
Deccan—Leahy still feels the Indian 
market is viable. *The airline in- 
dustry is never an instant money 
maker, I believe there will be some 
growth pains but sooner or later the 
market will stabilise and we have 
complete faith in the viability of 
all our customer airlines." 

The reason Leahy is so confi- 
dent is because he believes that due 
to the lack of capacity and regula- 
tions there is still a massive gap 
between actual capacity and future 
requirements. “There is a latent 
‘frustrated demand’ in India and 
that demand is only getting filled 
now. Also, there is a tremendous 
modal imbalance between rail and 
air traffic in India which will drive 
demand further." 

And Leahy is not too concerned 
about the infrastructure gap. ^There 
are new, modern airports coming 
up in India right now. In fact, your 
Civil Aviation Minister (Praful Patel) 
believes our projections are too 
conservative, and told us that he 
expects over 2,000 aircraft will be 
acquired by Indian carriers in the 
coming 20 years," Leahy chuckles. 

Airbus also sees an opportunity to 
sell A380 and A350xw5 aircraft in 





India (Kingfisher has already ordered 
five of each). *I feel Indian carriers 
will also increase their share of in- 
ternational traffic to and from India 
from 35 per cent to at least 50 per 
cent. In fact, when I look at the 
global aviation market I think India 
and China are going to play an in- 
creasingly important role." In fact, if 
Airbus is ramping up its production 
capacity, it's largely to meet antici- 
pated demand from India and China. 
*Our A320 family, which is the air- 
craft of choice for many Indian car- 
riers, has seen production boosted 
from 32 aircraft a month to 36 air- 
craft a month and we are thinking of 
increasing capacity on the A330/340 
line as well to meet demand." 
Times are good for the manu- 
facturers, but you don't see too 
many passengers who will be 
jumping for joy at the news and 
with the fog season expected to 
roll into Delhi now, things are 
unlikely to improve! 
KUSHAN MITRA 





VCs Go to 
School 


Manipal Group gets $70m 
for its education initiatives. 


ITH NEARLY HALF OF INDIA'S 
100 crore-plus population 
under 25, one sector poised for 
exponential growth is education. 
While the education sector itself 


MU's Sudarshan: New growth chapter 


holds lot of potential, governmen- 
tal regulations have hamstrung and 
impeded the full participation of 
private sector players in a major 
way, leading to little venture capital 
funding coming in. The Manipal 
group is looking to change things. A 
pioneer in private education—hav- 
ing set up India's first private med- 
ical college, the Kasturba Medical 
College in Manipal, Karnataka way 
back in 1953—the southern group 
is looking at expanding its already 
substantial presence in the sector. 
Manipal Universal (MU), a part of 
the Dr Ramdas Pai-owned Manipal 
Education and Medical Group 
(MEMG), has received $70 million 
(Rs 312 crore) in venture funding 
from Capital International and IDFC 
Private Equity. Currently MU has 
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annual revenues of nearly Rs 470 
crore. Says Anand Sudarshan, 
Group President, Mu: *We will 
use these funds mainly to expand 
our operations in distance learning, 
industry-focussed vocational train- 
ing programmes and for expan- 
sion overseas." 

Pointing out that because of an 
industry-academia disconnect, 
vocational training in India has not 
taken off in a major way, Sudarshan 
says MU will aim to bridge the gap. 
“If you take the retail sector alone 
investments announced by the likes 
of Reliance Retail, Bharati, Av Birla 
Group and Future Group run into 
several thousand crores. But to- 
day there are not sufficiently trai- 
ned people to man, say, the retail 
counters or look after back-end 
logistics. Our aim would be to 
train people to fill these gaps not 
just in retail but in other areas like 
banking, telecom, media and infr- 
astructure services." 

Manipal Education and Medical 
Group, begins with nursery schools, 
runs medical, engineering, man- 
agement, law, pharmacy and even 
journalism colleges. It is also one of 
the largest healthcare service 
providers with more than 7,000 
hospital beds under operation. The 
group also has an international foot- 
print with overseas campuses in 
Dubai, Nepal, Malaysia and 
Antigua. Nearly 5,000 international 
students get trained at its overseas 
campuses. Says Sudarshan: “With 
two universities, nine campuses, 24 
professional colleges and 96,000 
students, we are already an inter- 
national player. The investment 
which has come in is a vindication 
of our strengths and allows us to 
scale our model. I do not see any 
reason why India should not 
become an education powerhouse 
similar to, say, what we are in IT." 
Other vc firms will be tracking 
closely this first investment in India's 
education sector. 

VENKATESHA BABU 
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Jagran's Gupta: Spots new readers 





Hinglish in the 
Hinterland 


Brace yourself for an English- 
cum-Devanagari tabloid. 


N A NOVEL EXPERIMENT, THE DAINIK 

Jagran Group, which publishes 
Dainik Jagran, the country's largest 
selling (28 editions across 10 states) 
and most read Hindi newspaper 
(total readership is 21.2 million, 
according to the 2006 second round 
of Indian Readership Survey, is plan- 
ning to launch a bi-lingual daily 
tabloid. To be called Inext, the 
tabloid will have content in Hindi 
and English both. While Hinglish— 
an interesting mix of Hindi and 
commonly-used English words— 
has become the preferred medium 
for both Hindi television channels 
and publications (like Jagran itself), 
the [next experiment will be differ- 
ent in that the Roman script will 
be used for English words and 
Devanagari for Hindi. The tabloid is 
likely to hit the markets—initially 
only Lucknow and Kanpur in Uttar 
Pradesh—on December 18. 

Says Sanjay Gupta, CEO, Jagran 
Prakashan: *Inext will be an aspi- 
rational product for those who 
have just graduated to English from 
Hindi and there is a sizeable chunk 
of readers in this category in our 
target cities." The group claims to 
have done extensive research in 
the targetted markets—Lucknow 


WVINONÍVM 


and Kanpur have a minuscule 
English readership of around 3- 
3.5 lakh, whereas the readership 
of Jagran alone is over 12 lakh—in 
which it was found that consumers 
in the age group of 14 to 35 
wanted a non-stuffy and light prod- 
uct that would have an aspirational 
(and hence the use of Roman 
script) tinge to it. “Inext will not be 
a mainstream newspaper focusing 
on politics or crime or the usual 
topics that Jagran covers. It will, in- 
stead, be a local product on the 
lines of global tabloids like The 
Sun,” says Gupta, adding that “it 
will be a product with an attitude.” 
But wouldn’t the new daily eat into 
Jagran’s readership? “Instead, we 
expect Imext to create a new uni- 
verse of readers outside Jagran’s 
because it will cover altogether dif- 
ferent topics and issues.” 

As for the pricing of the 
tabloid, Gupta says: “We have not 
decided on the final price yet. But 
to ensure a larger circulation, we 
will keep it lower than Jagran.” 
He refuses to divulge the invest- 
ment the group is making in the 
new project. Jagran Prakashan, 
however, at the time of its IPO 
early this year, had said that it 
planned to launch a new Hindi 
newspaper brand targetted at a 
different readership segment than 
that of Jagran’s and it had pro- 
posed to spend around Rs 43 crore 
out of the IPO proceeds on the new 
product. The group had also said 
that it would look at acquiring 
some publications within and out- 
side the markets it is present in. 

Meanwhile, the initial run of 
Inext is likely to be around 50,000 
copies. The group plans to expand 
it in other markets, later. *We are 
hopeful of the success of Inext 
because it will be a product in sync 
with the times," says Gupta. 
Indeed, if the product clicks, it will 
mark the start of a new culture in 
Hindi publishing business. 

ARCHNA SHUKLA 





МУСУОЗИНУ 
sk GACER ерпон ugEJEXIuqY - TydOH8S 
PTT HVMHS3NYSHS :1с-62605752 PUOH зоѕрщлд - VIVOT109 - 157 

175927 2eDeunow '1-00070/Е2 ‘dd 'epuoH реоы Buru 'g-PL pi piz; fuefuedje i 'epuoH әшич '/ / //280Є LIYO `epuoH Ksayino? - IH'T30 - HLHON 


-Ql 2 


^N CUI ~ [IN 


uBiseg оШЦЕчАрозәуу әбе-мәм 





ашал А-х 


| 





xog ало) өмі | /е10510 AIT ошип ЧИМ 193W uonndo | биџәәіс әкіооѕәјәј FULL | ^ejioudp Jeujee] jueunsnípy 4295 ›әмод AEM 8 | оу any шәриәдәрі. 
ѕұцбцреән ıopefoıd | sdue? 6o4 | әлидошшщ ЧИМ Адиз ssəlKəy | sBequy SYS eng | isissy Neg WIM Q83*S8V. | „ЗО 


sionuoS Buueejs о!рп\/ ıe6ueuo EdW Q2 9 





yen od eiqnog yeas ӘҢ WIGS 0r:0Z:0r 
— onuoo 21607 PEI Чим [у peeds с̧ | ОМ? unes sioeuM КОМ «LL | бю әріб ЧО JO)EO'PUI uin, | ejje ewoo anoa 
в — y | — т — — — a : 4 — | ^ І Г: E > | w J — - : | | | — — — 





4442...» 


oases 
— 9 (mt 


— 2 


'A-M2 ерион мән-(е әц uy dn әл! ‘реәце OS `8AUD Auods sjeew ejKs uequn әбе-мәм 


d) әлі? 


meets sporty drive. | 3 
h the all-ñew Honda CR-V. ` `! 





st | Dual SRSAirbags | Keyless Entry with immobilizer Fog Lamps | Projector Headlights | Double Chrome Grille | Turn Indicator on Side Mirrors 17" Alloy Wheels | Realtime 4WD 
wer Seat Adjustment | Leather Upholstery | Till 8 Telescopic Steering | Optitron Meter with Multi-info LCD Display Twin Glove Box | 6 CD MP3 Changer 


> TA Vd 
&-wT E= С CGN 


5 Speed AT with Grade Logic Control | f 
Audio Steering Controls | 40:20:40 Split Rear Seat | Double D 


сг á ax 





bt current 





New Medium 
& Message 


Now, display screens in malls 
may influence what you buy. 


ETAIL MEDIA, A POPULAR 
Кан іп the West among 
marketers and advertisers seeking to 
tap consumers on the move, is grad- 
ually taking shape in India. With 
the emergence of organised retail 
and an increasing number of con- 
sumers flocking to shopping malls, 
leading media and advertising agen- 
cies are keenly looking at the op- 
portunity to engage them there. 
*Retail media has already proved its 
efficacy as an advertising medium in 
the Us where Wal- 

Mart's in-store tel- = 
evision is consi- = 
dered to have = 
maximum 
viewership 
among all 
broadcasters,” 
says Prasanth 




























UMESH GOSWAMI 


Viadisons 
Sam Balsara 


Mohanchandran, Vice President, 
Digital, Ogivly One. 

Retail media is a curious mix 
of outdoor and audio-visual media. 
It is, in fact, in-store, on-screen 
advertising, which seeks to reach 
out to consumers when they are 
in the most receptive mode. “Retail 
media starts where conventional 
media like television, print and out- 
door end. Conventional medium 
introduces a product to a consumer, 
whereas retail media can influence 
them to buy it at the time when 
they are making a purchase deci- 
sion,” says Sandip Tarkas, Media 
Head, Reliance ADA Group. The 
premise behind retail media is that 
it provides brands an opportunity to 
influence consumers when they are 
just about to pick up a product off 
the shelf. “Retail media provides a 
targeted access to real consumers. It 
is a direct touch point with con- 
sumers unlike the conventional me- 

dia which is actually a message 
platform,” says Sam Balsara, 
Chairman and Managing 
Director, Madison World. 

Retailers, on their part, are not 
complaining because it provides 
them an additional source of rev- 
enue. Interestingly, ad rates for 
the medium are expected to be 

higher than the rates for the pre- 
vailing media. “Being a focused 
and clutter-free medium, its 
impact is likely to be much 
more and hence, we expect it 
to be costlier than other plat- 
forms,” says Balsara. No 
wonder retailers like Shop- 

Í pers’ Stop and Pantaloon 
— are in the process of put- 
' ting up 4,000 to 7,000 
screens in their stores 
across the country soon. 
Another enthusiast Ishan 
Raina, entrepreneur-in- 
residence, 3i, is thinking 
even ahead. He is plan- 
ning to bring a new tech- 
nology that could 
streamline the process 


of streaming content across multi- 
ple screens in multiple locations. 
He is, currently, in talks with а 
Chinese firm, Focus Media, a $68 
million (Rs 306 crore) company 
that specialises in out-of-home life- 
style media solutions. Raina plans 
to launch *at least 20,000 screens 
in a year's time". 

WPP and Madison have already 
set up dedicated divisions—Mad- 
ison Retail Paradigm and Neo, re- 
spectively to study and create new 
solutions for the medium. These 
players see a Rs 800-1,000 crore 
opportunity in the emerging space. 
*In markets like China, out-of- 
home lifestyle medium is a big in- 
dustry as is evident in the success of 
Focus Media. *We expect retail 
media to eke out a 5-6 per cent 
share in the total ad spends (Rs 
14,000-15,000 crore in 2005) in a 
year," says Raina. 

ARCHNA SHUKLA 


Return of the 
Prodigals 


BPOs are realigning brand 
names with parents’. 


OULD A PROSPECTIVE CLIENT 

be more inclined to sign a 
contract with a business process 
outsourcing (BPO) firm called Infosys 
BPO than with one called Progeon? 
The answer is a no-brainer—an 
association with a pedigreed parent 
will provide the offspring an op- 
portunity to leverage the former's 
brand equity; and it will also go a 
long way in attracting talent in an 
industry plagued with attrition rates 
of 70 per cent and over. The rea- 
son for separate identities early on 
could have something to do with 
the fledgling nature of the BPO busi- 
ness and its overdependence on 
low-value call centre operations. 
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Tom Nagy for The Highly Reliabl, 
THE HEADQUARTERS BUILDING of the London Stock Exchange, located in London's Paternoster Square. 
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Reliability Is Key in the 
*World's Capital Market" 


By MICHAEL BETTENDORF 


LONDON, Oct. 2006 — When an IT system 
must process 15 million real-time messages per 
day, with peaks at 2,000 messages per second, even 
one second of downtime counts. That's the pressure 
the London Stock Exchange faced when building 
Infolect, the Exchange's real-time stock-ticker 
information delivery system. 

The solution had to have rock-solid reliability, 
nothing less. "Reliability is one of the key attri- 
butes of the Exchange in its technology systems. 
These systems have to work every day, 24/7, to 
make sure the markets are there;" said CIO David 
Lester, who evaluated both Linux and Microsoft 
Windows Server* 2003 for the Exchange's core 
technology systems. “We looked at a number of 
different platforms for our Technology Roadmap 
and we lined up our business requirements 
with the capabilities of those platforms and 
Windows Server was the clear choice." 

In Lester's view, long-term reliability is a func- 
tion of a solid relationship: “We wanted a deep part- 
nership with an organisation that could deliver the 
kind of mission-critical technology that we needed 
and we felt Microsoft delivered just that.” 

For the full London Stock Exchange case study, 
plus other case studies and independent research 
findings on the reliability of Windows Server versus 
Linux, visit microsoft.com/indialgetthefacts 
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BREAKING NEWS: London Stock 
Exchange Achieves Record Reliability 


London Stock Exchange CIO David Lester 
(above) cites Windows Server as key to main- 
taining system reliability and performance. 





LESTER SPEAKS OUT: 


"We looked at a number of different platforms 
for our Technology Roadmap апа we lined 
“ир our business requirements with the capabili- 
ties of those platforms and Windows Server 
was the clear choice." -David Lester, CIO, 


| London Stock Exchange 
——— 
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But as a clutch of BPOs reaches crit- 
ical mass and realigns its portfolio 
to focus less on voice and more on 
data, an association with blue- 
blooded marques may just be the 
order of the day. And that's one big 
reason why Progeon is now Infosys 
BPO, Wipro Spectramind is now 
Wipro BPO апа--іп the latest 
rechristening—e-Serve International 
will be known as Citigroup Global 
Services. Meantime, in a rebranding 
of a slightly different kind, and in 
an attempt to position itself as an 
independent identity that does not 
lean on its parent for business, ICICI 
OneSource has changed its name 
to Firstsource. 

“Infosys has a great brand name 
among clients and employees. So 
from a brand equity perspective, 
the name change has brought us 
immense value," says Infosys BPO's 
CEO Amitabh Chaudhary. The 
name change is also a show of 
ownership for Infosys, which now 
owns the BPO business entirely (ex- 
cept for employee stock options), 
after it bought out Citigroup's 23 
per cent share in the company ear- 
lier this year. What's more, with a 
common brand name, companies 
like Infosys are able to offer a bou- 
quet of IT and rr-enabled services to 
clients—some 53 per cent of Infosys 
BPO's clients are common to the 
parent. And e-Serve International 
is now called Citigroup Global 
Services to better reflect a closer 
association and identity with the 
parent organisation, says Rahul 
Singh, CEO and MD of Citigroup 
Global Services. 

"The Citigroup brand name 
will help make the company an 
employer of choice in an industry 
in which employee turnover is very 
high," says Sanjay Nayar, CEO 
Citigroup India, and Chairman, 
Citigroup Global Services. Infosys 
BPO’s Chaudhary agrees. 
“Employees are happier to be as- 
sociated with the Infosys brand 
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Citigroup’s Nayar: Name game 


name than Progeon,” he says. In 
fact, the company also did a sub- 
tle survey amongst its employees 
to understand their views on a 
name change. “Most of them 
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echoed their preference for an 
Infosys-associated brand name,” 
adds Chaudhary. 

Even as several of these com- 
panies adopt their parents’ names 
to garner more business and em- 
ployees, ICICI OneSource has gone 
the other way by dissociating it- 
self from the parent brand. Ananda 
Mukherji, CEO & MD, Firstsource, 
says “we were viewed as a captive 
and a part of the bank, which we 
never were.” Firstsource has 61 
clients, only two of them being 
ICICI companies—ICICI Bank and 
Prudential ICICI. Clearly, depending 
on the parent’s business model, 
for some it’s time to cut the apron 
strings, whilst for others the knot 
has only got stronger. 

SHIVANI LATH 


Winning, the Cescau Way 


The Unilever Group CEO has huge expectations from India. 


Г 2004, WHEN ANGLO-DUTCH 
consumer goods giant Unilever 
clocked growth of just 0.9 per cent, 
the management thought it was 
time to shake things up. A Group 
CEO, in the shape of Patrick Cescau, 
took charge, who would lead a 
single top executive team into 
care (HPC) would be integrated. Ав 
a part of this exercise, last April 
former HLL Chairman Manvinder 
Singh Banga was appointed 
President of Unilever's global foods 
portfolio (and Harish Manwani 
took over as President - Asia 


Africa, in addition to Chairman, 


HLL). The objective of the new 
structure was to hasten decision- 
making and ensure 

As 2006 draws тоа close; 
Cescau's efforts appear to be yield: 
ing fruit. For the first three quar 
ters, growth has inched ind f to 
3.9 per cent. Break up that figure 


region-wise and you will realise 


why the group CEO made a whis- 
tle-stop visit to HLL House last 
fortnight. As against year-to-date 
growth of just 1.4 per cent for 
Europe and 3.5 per cent for the 
Americas, Asia/Africa zoomed 
ahead at 8 per cent. Not just that, 
as Cescau pointed out in his 
interaction with Indian media: 
“The developing and emerging 
(D&E) markets—which will also 
include Latin America—make up 
40 per cent of Unilever’s turnover, 
which makes them bigger than 
— Europe." HLL seems to 

be responding to Cescau's direct 
for more aggression—after four 
years of flat sales, HLU's top line is 
humming at a growth rate of a 
little over 12 per cent. But the 
challenges of growing market 
shares and making foods con- 
tribute much more than 14 per 
cent to total turnover will keep 


Manwani busy. 


BRIAN CARVALHO 
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Here Comes 
the Sun 


A Moser Baer subsidiary is 
betting big on solar energy. 


ATUL PURI, EXECUTIVE DIRECTOR, 

Moser Baer, the world's sec- 
ond largest manufacturer of optical 
media, is excited. Puri expects mar- 
gins in the optical disc business to be 
a chunky 35 per cent in the coming 
quarters. But that's not the reason 
for the excitement. Rather, it's a 
little-known subsidiary of Moser 
Baer that's responsible for Puri's 
upbeat mood. 

Moser Baer Photovoltaic (MBPV) 
started out in 2003 and the parent 
company has invested close to Rs 
350 crore in this company. 
Photovoltaic technology is the abil- 
ity to take photons from light and 
convert them to energy—as in so- 
lar cells for most people. But Puri 
isn't thinking calculators and 
watches. “If I were to cover the 
roof of this office with solar energy 
sources, I could easily offset a sig- 
nificant amount of my electricity 
bill," he says. 

But Photovoltaic technology has 
been around for over a century, 
and other than a few niche appli- 
cations in small gadgets and satel- 
lites, it has always been considered 
too expensive. Puri expects MBPV 
to change the paradigm. “Їп the 
mid-90s, it cost around $1.50 to 
generate one unit of energy (1 
Kilowatt Hour) from solar cells. 
Thanks to some aggressive devel- 
opment in Japan over the last 
decade, generation costs in 2005 
had come down to around 40-50 
cents per unit. With further devel- 
opment, including some of the 
development being done by our 
scientists, we believe that these costs 
can come down further in the com- 
ing years," he says. 

Puri knows exactly what he is 
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Moser Baer's Puri: Spotting solar energy 


talking about; solar energy is already 
becoming extremely popular in env- 
ironmentally conscious countries 
such as Germany. “There are two 
major reasons, and none of them is 
tax breaks," Puri laughs. Reason 
#1: Solar energy is what he 
describes as “peaking energy. Energy 
consumption peaks at the middle of 
the day, and solar cells are most 
effective at the middle of the day,” 
he explains. The second reason is 
that “traditional energy requires 
large plants to produce it effi- 
ciently—places known as ‘well- 
heads’—yet transmission and dis- 
tribution losses are massive even in 
the best of places by the time it 
gets to your socket. Photovoltaic 
energy is a ‘socket-head’, it is on the 
roof of your house,” he adds. 

A significant amount of the 
investment that MBPV has made has 
been in acquiring stakes in small 
solar-energy start-ups in an attempt 
to enhance its intellectual property 
portfolio. Puri says the three com- 
panies (Solaria, SolFocus and Stion, 
all us-based) are doing some path- 
breaking work in photovoltaic tech- 
nology and they make a good fit 
for MBPV. 

Yet, as Puri himself points out, 
solar energy hasn’t taken off because 
mass production of solar cells has 
been a problem. MBPV's manufac- 
turing plant will begin mass pro- 
duction by the first quarter of 2007- 
08, after which Puri expects costs of 
solar cells to further fall. Last year, 


the global photovoltaic industry was 
worth $6 billion (Rs 27,000 crore), 
and an advocacy group says that 
by 2010 the market will be worth 
$40 billion (Rs 1,80,000 crore). 
"Do you know who one of the 
richest men in China is today?" 
asks Puri. The man in question is 
Shi Zhengrong (Seventh on Forbes" 
list of China's richest people with 
an estimated net worth of $1.43 
billion or Rs 6,435 crore), who 
started the Wuxi-based Suntech, a 
giant in solar energy. 
KUSHAN MITRA 





Multiply 


Ad agencies are pitching for 
conflicting clients and how. 


IRST THERE WAS OGILVY & 

Mather (O&M). Then came 
David. And now you have Meridian 
and Dakshin. Welcome to the 
intriguing universe of multiple 
advertising agencies, where a second 
agency doesn't raise eyebrows and, 
these days, neither does a third or 
even speculation of a fourth. Time 
once was when JWT (then HTA) set 
the trend of a subsidiary agency by 
flagging off Contract Advertising 
in 1986. Today, Contract itself is an 
agency to reckon with, figuring in 
the country's Top 15. jwr has now 
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transformed Fortune, а financial 
services advertising arm, into a full- 
service agency. “It's a mainstream 
agency today," avers JWT CEO 
Colvyn Harris. *From a client's 
perspective, Fortune offers the cred- 
ibility of a large agency and the 
nimbleness of a small agency," says 
Suranjan Das, Senior Vice President 
& Managing Partner, Fortune, 
which has a client base that includes 
Toshiba home appliances, Casio 
watches, Tech Mahindra and 
Chateau Indage. 

The main reason for setting up 
another (or yet another) agency 
hasn't changed over the years: To be 
able to pitch for conflicting clients 
within the same product category. 
At a time when there is buoyancy in 
the economy and the advertising 
industry is registering robust growth 
(estimated at 13 per cent for 2006), 
agencies don't want to lose out 
because of a conflicting client clause. 
For instance, Dentsu's India opera- 
tions comprise two agencies, Dentsu 
Communications and Dentsu 
Marcom, and in January a third, 
Dentsu Creative Impact, will be 
launched. Dentsu Communications 
handles the Toyota account and 
Dentsu Marcom is the agency for 
Honda cars. *There is a huge 
amount of business that can be 
tapped today. The way we see it, 
Dentsu Creative Impact will be a 
creative boutique," says Sandeep 
Goyal, Chairman, Dentsu India. 
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The capitalised billings for Dentsu in 
India currently stand at around Rs 
550 crore and Goyal is keen that he 
is among the top three players in 
five years. 

But there are other provoca- 
tions too. Take the case of O&M, 
where Meridian, Dakshin and David 
are all positioned differently. ^We 
wanted to understand the nuances 
of south India which is why Dakshin 
was created. Dakshin has already 
done Fanta commercials in the 
South" says Piyush Pandey, 
Executive Chairman and National 
Creative Director, India & South 
Asia, O&M. "David excels in on- 
ground activities; Meridian is trying 
to handle B2B businesses and is cur- 
rently doing work for Dockers," 
adds Pandey. 

JWT's Harris acknowledges 
multiple agencies are influenced by 
"growth pressures," but that's not 
the only reason for a second or a 
third unit. *They also offer your 
people an avenue for growth," says 
Harris. JWT is open to having 
another agency though Harris is 
tight-lipped. *Yes, there are plans 
but these are at a development stage. 
We should be able to talk about it 
during the first quarter of next 
year," he says. 

Yet, it's not as if subsidiaries 
are the only growth avenue. 
Consider the case of Mudra, which 
has two subsidiaries, Interact Vision 
and a more recent Canvas Comm- 





(L to R) JWT's Harris, O&M's Pandey and Dentsu's Goyal: Now, multiple agencies is the mantra 


unications. Madhukar Kamath, 
Managing Director & CEO, sees a 
number of possibilities for these 
agencies, and just one of them is a 
merger. “They could grow to a 
point where they might have two 
distinct identities or could be 
merged to form a large agency or 
they could even be aligned with 
larger Mudra units," says Kamath. 
For now, his priority is to make 
this Rs 1,000 crore communica- 
tions group hit the Rs 1,500 crore 
mark. Clearly there are multiple 
routes to that goal. 

KRISHNA GOPALAN 


Hot Seat Just 
Got Hotter 


Can КВС Ill rake in the 
ratings like before? 

HE NEW YEAR WILL SEE THE WAR 

for eyeballs in television hot 
up with the return of Kaun Banega 
Crorepati (KBC). The third edition of 
the show will not undergo a drastic 
change in format but will have a 
new host in Shah Rukh Khan 
(Amitabh Bachchan anchored the 
earlier two editions). *The new КВС 
will essentially be the same except 
that Shah Rukh Khan will host the 
show. The prize money of Rs 2 
crore remains the same,” says 


980/SSC/OH V OW/JUSOƏINW WO SJUBWOWPIEIIAIsoW MMM PSIA 'Áofua ue» noÁ зәбәрлігі psedsalsew 1310 jnoqe ә:ош MOUX Ol e Ulu20) pue ieuuau) 'e3exjox "iequiniN "Iujeg 212 siuodiy 


jeuoneujaj3u| pue »i1sauiog 1e sebuno] səddi) |Р зе pajre^e aq ue» 1ƏJJO SIU1 e aui Aue ДР Iou зпоцуим имезлрцү!м aq Аеш pue 7002 ‘OE (dv 1113 plea sr 28440 siuy e Ájdde suonipuo», 





EB 214 $,9494} əs|ə Buiu1ÁuəAə 104 
"Апа 1,ue» Aauou sbuiu әшоѕ әзе alay} 


ieiatsew | 
S | ѕѕәјәділа :ssauisng əy} NOA 1uBne1 oym иоѕләа əy} ози бииипл 





| Bese 00Z'LL SY :Sseuisnq uo umo) јо 3no бид 












ГИ Ж fh O “4 


ШЭРТ, 


'eipu| ssone sebuno| мосіле 
uniuleJd oj ,sse»»e eAisnpxe Áofue 


pue pue) ріоо 20 рлеу winiueyy 








ча чеч AU's э V «435 UH, 
әці озш azaanbs 01 »»ueuo e 123 
ѕләмәтл Səuoud әпдош pue sour] 
-риғ| us3noatp sj[e» әлпѕиә 03 480 
-[puq223 uomnrorunuruloo jo JUJU 
-Ао|4әр 1%ә8ле| әці әіпірә) рім 
MOYS MIU JI SARS Ose sn[q 131% 
oↄtuturasoad әці 10) siuətuəsiop 
-иә puraq 10} S1oprAO4d Ə3IA1ƏS 
әпдош оз ZUL SI 3r зец рәдішре 
sey puueyo ↄam ‘әрумиеәуү "sdinb 
ay ,“Әшор әле s101123duioo ino 
EPA щим pou122uoo JOU A[[e24 are 
IM “<5риәхәәм uo Suruoddeu әле 
бәцсіріп S гір JO Bou “MOYAUY 
'dnƏ p[10 AN 1933142 211 ҷим 
рэшээио? jou әле Әл, “INO p2»x10A 
[je 31 ӘАРЦ 01 s1eodde ‘yed siu 
104 “пем 'poauouidejg] yung 198 
оз pa1»odxo SI diysJaMaIA UOISIA9|Ə1 
“аца әш sei AUOS qorg 10} */ 007 
Aıen1q24 ur suidoq dn? poy 
195|2117) 221 IYI HUQ "AI 227 Wo 
pueq ‘urd (1-6 oum ↄunad əu ui 
әл p Sup] SI snjq II “әшп Buoy 
E Jaye *әлош SIYA cueuou»eg 


UuƏ912S ||gLus 10) Apeay :uynu ueus 





"LUUC ^y {ЧЕЛН (АПЕЧОНЕАӘ 
-do) әшо2әд оз sı ше ANG "185 E 
ѕәјцәл QOŞ Z asnl ZUS Aq uəAə 
yeoig peuoneaado ue әлец үм әлү 
umuwe Jod sre» 9000€ 01 Aedes 
ino puedxo ue» әм *uorisnjur puny 
әці PIM, BIY Jod ѕәцәшорҹ 
007 punoae jo Buea e pue Sur| s 
191394 SEY 1] *5XN?A2 po[[e» 
“7007 JO pus Aq Aj[erououruro» 
poyoune] әд оз јәрош цәсуіхәй 
8! po[ro^un sey Aueduioo aq 
',519uM0 Ayuofeur ot [NS Әле 
әм, зеі sppe mq ‘рәреощо uəəq 
SEY әҳе]5 1РЦА\ 9185 Оз səsnjəl 
ӘҢ „`ә2чәѕәза әлтеш no puedxo 
SE [JPM SE ӨӘЦИЛАЦПОР ARYA INO 
o»uequo оз sn d[ou үм spunj Jo 


(94042 OG SH J15OLU[E) Чоц () o ç 
рәвшпа 318110] 3se| yora ‘puny 
зчәшиоллия |ғдору pue позвәліп f 
ysy deq 5s103s2Aut [eqo[8 omy 
pozej 1 useq yey] "әтер [үз p[os 
uƏəq ӘАРЦ SIEI RADY 00$8'T әләш 
p UNEJ Jaye sipəK әлу pue 

NOLLJHONOO ELLAV. SAVIA TA FIAN 


1233 do | :PAƏN 





`U1⁄40165 puny о} siolsəAu! spu jan} әлдеиәуе uo uni Jed 9u | 


PA9M JO} |9n- Ц5ә14 


se Зицелцаео se 2q ucu [II AN :St di] 
s 00d yno? Аләлә uo uonsonb 
əy p "SOY əy S1 "AS11032 10 puno. 
әші sm ‘IUP 819 ay]. 

"0002 ut вәіпшіш 67 woy dn ‘sain 
-шш €€ 10) oposido aya Surqo»je 
SEM SONJU JYI Ul JOMIIA 23EJOAE 
942 “5007 UJ WYL оз Әшіріооов 
Jenas Iy? BUMA SUI JOU juads 
OS[P S124 91^ "UOHIppe uj ‘seya 
MLL ә рәј ғридзиу pue urptury 
әх seruos jeo jou s qq иәцм 
s&ep әці JUIS jo pipəu uooq 10и 
ӘАРЦ SJAL YONG `()Z JO HAL E 115 
Цә4 BSuryeads rpurp] ayy 786 jo 
HAL poxpoj tə|doəd uoijſiiu e ue 
әлош JO uone[ndod e цим *цвәред] 


вАцреуү ш SUMO] *uonmppe uj ‘1125 
iad gç 01 ^ots 2t JO qune] ay) 
310]3q SYAIM ANOJ JUDD Jad ()[ шо 
атцѕләмәтА snid 1616 pandere 
COUN “SOOT Ut теп ховдәшоо sit UO 
‘Wv.L Aq Apnis [er»ods e ој Surpaoooe 
05 ша ()[-6 әці ur 3u22 Jad Ç7 оз 
чә? Jad т шол әлеуе puurup snid 
1015 YOO] DAY 007 әці ut payouney 
ISI uou AN 'suonipo әлвә SU uet] 
JING Op оз А|әхЦ ATUO SI moys Jy] 
“AOJIIPUL AUB SI AJOJSIQ JI puy 

'sn|d 1026 ‘jauueyo diyssey SAL 181% 
uo *ur'd 6 је Aepsanu | оз Aepuoyy 
шол} JI? UO 3q [JIM 9Urureas 
-01d ou] "кірш 1uourure3121u7] 
н ЧЕМ 192Ә9ШЕ6 


1016 03) 


24 








€P TATA 


ВЕ UNLIMI | 


WITH JUST ONE CARD. 


— ГА 


A 


C a MONTH YEAR 
JALI ! | 4 у y 
THRU Ке 





Introducing the globally accepted Tata Credit Card, in association with SBI Card and MasterCard. The card makes 


you a member of the MEE Program, India's first Multi-Brand Loyalty Program - a unique and ever growing alliance 
of leading brands that you use regularly. The Tata Credit Card empowers you with: 


Higher earnings: Our partner brands offer you up to 5 Empower points for every Rs 100 spent 
(1 Empower point = Re 1). Plus, you earn 1 Empower point whenever you pay with your Tata Credit Card, 
even outside Empower Program partners. 


Faster build up: Since you earn Empower points every time you use your card, your points build up faster. 
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Instant redemption: Instantly use your Empower points to pay your bills while shopping with partner brands. 


So, why limit yourself, when you can be unlimited ! 
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d ) Mukesh Ambani 
*- алма & MD, Reliance Industries 


A BATTLE OF EQUALS 


Reliance and Bharti-Wal-Mart have 
more or less equal strengths. 


E AMBITION 

Reliance: Mukesh Ambani doesn't believe in 
being #2 in any industry. He will want to 
build the biggest and most successful retail 
empire in India. 


Bharti WalMart Sunil Mittal is the #1 in 
telecom and has teamed up with the world’s 
largest retailer, which will want leadership in 
India as well. 


Ш FINANCIAL MUSCLE 

Reliance: The group, which has about Rs 
1,01,563 crore in annual revenues and a 
market cap of Rs 1,76,669 crore (Dec. 8), 
has announced plans of investing Rs 25,000 
crore in retail. No one doubts Reliance's 
ability to raise money. 


Bhari WalMart Its revenues are much 
smaller at Rs 11,760 crore but boasts a 
market cap of Rs 1,20,000 crore. With 
Wal-Mart backing it in retail, the combine 
could easily match, or exceed, Reliance's 
investment plans. 


B CAPABILITIES 

Reliance: Has superlative project manage- 
ment skills, and has hired top-notch retail 
professionals to run its various retail verticals. 
With Wal-Mart in, will likely move with 
greater speed over the next one year. 


Ahari WalMart Bharti already caters to 30 
million mobile phone customers, while 
Wal-Mart operates 6,400 stores worldwide, 
playing host to 176 million customers every 
week. Also runs the world’s largest private IT 
network to connect its stores and suppliers. 


E ‘ENVIRONMENT 
MANAGEMENT 

Reliance: Has tremendous clout within the 
political system, and is well considered by 
almost all political parties. 


Sunil Mittal’s father, Sat 
Paul Mittal, was a Congress MP, and the 
Mittal family continues to have the goodwill 
of the Congress party, although Mittal has 
friends in BJP as well. 
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India's Retail Landscape 












Not so Modern 
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India's entire retail market, fighting tooth and nail for the 
most attractive retail destination in the world at a time 
when its own topline (for November) has declined for 
the first time in 10 years, and it is pulling out of key 
global markets such as Germany and South Korea. In 
other words, this fight will be about a Rs 14,40,000- 
crore market, where just about 3 per cent share belongs 
to organised players and which is growing at 8 per 
cent annually. “There’s no doubt that the two players are 
equally matched and could transform the retail landscape 
as we know it today," says Arvind Singhal, Chairman of 
Delhi-based consultancy, Technopak. 


A Clash of Titans 
One big reason why Indian retailing will never be the 
same again is the money the two players will likely 
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Competition’s hotting up: Reliance Fresh represents the ‘unbundled superm 


invest. As mentioned earlier, Reliance, which did not 
wish to comment for this story, plans to invest 
Rs 25,000 crore in everything from warehouses to 
reefer trucks to stand-alone hypermarkets to aircraft and 
airports (yes, you read that right; more about it in a bit). 
While the Bharti- Wal-Mart combine (call it Bal-Mart) 
hasn't disclosed its investment plans, it's reasonable to 
assume that given its ambition, it will need to invest at 
least as much as Reliance. Agrees Ravi Deol, head of 
Bharti's retail operations: *The investment in back-end 
will be close to what Reliance is talking about." 
What sort of a retail model will the Bal-Mart build 
in India? The most obvious part is already known: The 
back-end, which means supply chain management, 
will be run by an equally-owned Bharti-Wal-Mart 
Joint venture. The front-end will be fully owned by 
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The CR pumps from Grundfos are so silent that you'll wonder if it is working or not. Rest assured 
the pumps are going about their business efficiently without a whimper. And nowadays with 
the quality certifications being stringent on sound pollution, no state-of-the-art industry can 
be complete without these ultra quiet pumps. Silence no doubt also enhances productivity. 
So choose a CR pump from Grundfos over its low cost imitations and enjoy the virtue of silence. 
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Grundfos Pumps India Pvt. Ltd. No. 118, Old Mahabalipuram Road, Thoraipakkam, Chennai - 600 096. Tel: +91-44-2496 6800. Fax: +91-44-2496 6969. 
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The Organised Retail Pie 


Beauty Products 
Books, Music & Gifts 


Home Decor 











Jewellery 
& Watches 


Footwear 


Durables 


Food & Grocery 


Figures in per cent show category- 
wise share in organised retail 
Source: CII-AT Kearney report 


Bharti, thus, steering clear of foreign investment rules 
that bar foreign investors in retail, unless they are sin- 
gle-brand stores or wholesalers. *We will be pan-India 
and do all formats, ranging from hypermarkets to 
neighbourhood stores," says Rajan Mittal, brother of 
Sunil and the company's joint MD. 

He won't offer further details, but if you want 
clues to Bal-Mart's India strategy, just look at Reliance 
Retail. Why? When you want to be the #1 or #2 
retailer, there aren't too many routes you can take to the 
top. In India, that would mean ‘every day low prices— 
at least in categories where brand isn't a decisive factor. 
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Kishore Biyani/ CEO/ Future Group 


India's best-known hypermarket (Big Bazaar) 
will likely bear the brunt of Reliance and Bal- 
Mart's fury. For now, it plans to open more stores 


And the single-biggest category in the country is food 
and groceries, which accounts for three-fourths of the 
overall retail market (see Food & Groceries...). The only 
way to keep costs low is to have volumes and a supply 
chain that purrs like a Lexus. 

According to people familiar with Reliance's retail 
strategy, the company will launch three broad formats: 


THE SINGLE-BRAND OPPORTUNITY 





Starbucks and several other single-brand retailers will now enter India. 


J Wal-Mart into India, the single-brand retailers will 
make a beeline too. Unlike the multi-brand retailer, 
where front-end foreign investment is barred, single- 
brand chains can own up to 51 per cent in 
their India ventures. Until now, brands such as 
Marks & Spencer, McDonald's, and TGIF 
have been operating in India through fran- 
chisees. The problem with such a model is 
obvious: how fast a chain is able to grow is 
dependent on the depth of the franchisee's 
pocket, and his ability to take losses for 
the first few years. Therefore, except for a 
few successful single-brand retailers such as 
McDonald's, most others have not been able to go 
beyond a handful of cities. 

But now, investors like Starbucks will have the 
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COFFEES 


UST AS SURELY AS TESCO AND CARREFOUR WILL FOLLOW confidence to come in with majority ownership. They will 
be able to partner with relatively large companies that 
are keen to get a piece of the retail market but don't 


have a strong brand of their own. While that will 
mean another retail segment, comprising the 
Baristas and Café Coffee Days, coming 
under foreign competition, it will also 
result in diversification of the organised 
retail market. Currently, clothing, textiles 
and fashion accessories account for 40 
per cent of organised retail, while other 
categories such as jewellery and watches, 
and footwear account for 7 per cent and 9 
per cent, respectively. Allowing single-brand 
chains majority ownership is a small concession 
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the government has made, but it will have a profound 
impact on the supply chain. 
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rla/ Chairman/ Aditya Birla Group 


Has Md —— plans of entering retail, but 
may choose to operate in select categories. Just 
the same, has big investment plans 


large supercentres or hypermarkets, mid-size hyper- 
markets, and neighbourhood stores, the idea being to 
capture both the daily spend and monthly spend of a 
typical consumer. The neighbourhood stores will be 
interesting to watch because they could be, what Tech- 
nopak's Singhal calls, *unbundled supermarkets"— 
that is, stores focussed on specific categories such as уер- 
etables and fruits (think Reliance Fresh), and dry gro- 
cery, with or without personal care. 

Moving into neighbourhoods, of course, poses a 
problem. Zoning laws apart, good properties are hard 
to come by and there's always the neighbourhood 
store to compete with. But guess what? Reliance may 
not end up competing with the neighbourhood stores— 
at least, not those that are, say, 3,000 sq. ft big. Instead, 
such stores would want to become Reliance fran- 
chisees. Reason: better returns on investment. As the 
neighbourhood store stands today, it is severely dis- 
advantaged: it doesn't have economies of scale, quality 
or great shopping environment, or a compelling prod- 
uct mix. Most of them don't handle fresh produce 
because the wastage is too high. Now, consider a sce- 
nario, where someone like Reliance comes in and 
says, "Mr Grocer, ГЇЇ double your return on investment, 
take the headache of supply chain and store manage- 
ment away from you, but let you sit at the till just like 
before because your social standing within your com- 
munity is important to you." Which grocer, do you 
think, will say no to a proposition such as this one? 
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а/ Vice Chairman/ RPG Enterprises 


sanjiv боеп! 


He's looking at 1,900 food stores (against the 
110 today) and an investment of Rs 1,000 crore 
over the next three years 


Stretching this analogy a bit, it may even be possi- 
ble for someone like Reliance to turn kirana stores (250- 
300 sq. ft in size) into, say, regional cooperatives, 
where Reliance becomes their faceless supply chain man- 
ager for a fee. Happy Commies, happy Reliance. Jokes 
apart, at least for the next several years, India will 
continue to have consumers—especially in smaller 
towns—who are more comfortable shopping at ki- 
ranas rather than supermarkets. No wonder, then, 
Reliance is being approached by at least a couple of mi- 
crofinance institutions (MFIs) to sell to the poorest of 
poor. Under this arrangement, Reliance won't be paid 
by its poor customers but by the МЕ, which in turn will 
recover the money from their clients—in installments. 
At one stroke, Reliance's retail plans will move to an 
entirely different level. Bharti- Wal-Mart, then, may have 
no choice but to follow suit or, indeed, do better. 


It's All About Scale 

Some critics say that Reliance's investment plans are 
only market signalling, since retail isn't very capital in- 
tensive—stores are typically leased and the inventory has 
supplier credit, which means the retailer recovers the 
money even before he has paid his supplier. Well, the 
critics are wrong—not about the negative working 
capital bit, but about Reliance’s intentions. The most 
important thing to understand about retail is that the 
back-end is often more critical than the front-end: 
there’s no point in running stores that don’t have 
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EOS 4000 


Capture the moment of greatest impact with a Canon Digital SLR. 
Produce stunning results with Canon's advanced lenses, sensors and imaging engines. 


Leading optical technology 
in Canon EF Lenses 








Canon EF Lenses deliver superb image quality. The 
comprehensive EF Lens lineup includes around 60 
models with everything from ultra-wide angle to 
super-telephoto performance and automatic camera 
shake acompensation. 30 million EF Lenses have 
already been produced. Enjoy — 
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“FEARS OF BACK-DOOR ENTRY ARE COMPLETELY UNFOUNDED” 





SPEAKING ON BEHALF OF THE RETAIL GIANT, WAL-MART'S 
Director of International Corporate Affairs, Beth 
Keck, defends tbe retailer's entry strategy. Excerpts 
from an e-mail interview: 


Wal-Mart had been talking to several companies in India 
for a possible tie-up. What were the reasons you settled 
for Bharti? 

Bharti, with its deep knowledge of India's fast grow- 
ing consumer market, and Wal-Mart, with its ex- 
tensive global retail experience, share the same 
commitment to building relationships with producers 
in order to provide great quality at reasonable prices 
to consumers every day. We are pleased that our dis- 
cussions with a well-respected company like Bharti 
have progressed to a stage where we have a Memor- 


WAL*MART 





LI 


." - 


andum of Understanding to jointly explore oppor- 
tunities in the retail sector, strictly within the law and 
fully compliant with existing guidelines. 


The 'two-stage' deal is being described by some as a back- 
door entry into the Indian retail industry. 

We would like to reassure our critics that Wal- 
Mart has every intention of not only doing things 
right, but also doing the right thing. The front-end 
will be fully owned and operated by Bharti. It is 
Bharti's intention to set up retail stores in different 
formats as per its own market research. Wal-Mart 
cannot and will not own these stores. Therefore, the 
fears of a back-door entry are completely unfounded 
and not based on the facts. In line with what is 
permitted under existing guidelines, Wal-Mart will 
focus on the back-end supply chain management, giv- 
ing Bharti access to our proprietary knowhow in 
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Checking in: Wal-Mart has met its match in global markets 


logistics and retail chain management, for which Wal- 
Mart is renowned worldwide. 


What will be Wal-Mart's investment in the JV? Is there any 
clause in the deal that allows Wal-Mart to increase its stake 
once retail is opened up to foreign investors? 

Our approach is that this is a partnership between 
equals. It is still early days as we have only just 
begun our discussions with Bharti. As you will 
appreciate, these discussions are bound by a con- 
fidentiality agreement. It would, therefore, be 
inappropriate to discuss any details of our discus- 
sions till a decision has been formalised. We remain 
committed to being open and transparent and an 
announcement will be made once a decision has 
been formalised, just as we were open and trans- 
parent in announcing our Мой with 
Bharti as soon as it was formalised. 


Given that Wal-Mart hasn’t been very suc- 
cessful outside of the US, what makes it con- 
fident about the India foray? 

First, let me clarify that contrary to what 
you have said, Wal-Mart’s operations 
outside the Us are in fact very successful. 
We serve more than 49 million interna- 
tional customers weekly in 13 markets 
outside the Us. For the financial year 
ending January 31, 2006, we had rev- 
enues of $62.7 billion—an 11.4 per cent 
increase over the previous year. 
Operating profit was $3.3 billion, an 
increase of 26.1 per cent compared to 
the previous fiscal year. With respect 
to the markets we recently exited (Germany and 
Korea), these were strategic business decisions that 
allow us to increase our focus and resources on ex- 
panding our position in core markets and emerging 
markets like India. With Bharti, we believe that 
we can best leverage Wal-Mart's experience and ex- 
pertise to partner with suppliers—farmers and pro- 
ducers—to provide efficient linkages between the 
supplier & producer to the end-consumer. We 
would also like to leverage our global scale to 
transform these suppliers into exporters. 





Whom would Wal-Mart call competitors in India? 

India offers tremendous scope for growth and there 
is enough room for several retail companies, so 
our focus will be to partner Bharti in maximising 
efficiencies to provide efficient linkages between 
the supplier and the producer to the end-consumer. 
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Make safe drinking 
water available to 
an entire village 
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R. Subi an/ MD/ Subhiksha Trading Services 


This — retailer is moving north. But it 
would have already sold out to Reliance Retail, 
but for a disagreement over valuation 


what consumers want and when they want it. The 
name of the game is high throughput because margins 
are relatively thin. Ergo, “the company will have a 
pan-India footprint, covering 1,500 cities and towns and 
embracing all strata of society," Reliance's Chairman 
and Managing Director Mukesh Ambani told the com- 
pany's shareholders not too long ago. 

Let's run some back-of-the-envelope calculations 
and see if Reliance will indeed need Rs 25,000 crore. 
Let's start with hypermarkets. As BT understands, 
Reliance Retail is targeting about 1,000 hypermarkets 
(besides 3,000 supermarkets and hundreds of specialty 
stores), which could be more than 100,000 sq. ft 
each in size. That works out to 100 million sq. ft. As 
a thumb rule, a no-frills hypermarket needs about Rs 
400 per sq. ft to construct and another Rs 400 per sq. 
ft for interiors and fixtures. So, that alone works 
out to Rs 8,000 crore. Throw the land cost in, and the 
number could jump by 50 per cent. 

Some of you may be wondering why Reliance 
would want to own the land its hypermarkets sit on. 
Good question. Once again, the answer is cost. No 
doubt, initial investments will be high, but it will freeze 
Reliance's ‘rental’ cost and even allow it to drive it down 
further by drawing tenants that fit in with the retail 
experience—say, banks (ATMs) or beauty salons. At 
the back-end, too, Reliance seems to want to own its 
warehouses, (reefer) trucks, and planes. Apparently, the 
company has either acquired certain defunct airports or 
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Noel Tata/ Managing Director/ Trent 


The Tata Group—a big player with Westside and 
Landmark—has lined up investments in its 
existing formats. It might also bring in Tesco 


got permission to land its cargo planes at several air- 
ports. Given the scale of its plans, two other things 
could happen: Reliance becomes the largest fleet 
operator in India and also the largest credit card issuer 
(that explains why it hired American Express' India boss, 
K. L. Muralidhara, in July this year). 

Coming to specifics, having launched Reliance 
Fresh in Hyderabad (the first store opened on 
November 2), the company has planned roll-outs in 
Delhi, Rajasthan, Gujarat and Chennai over the next six 
to eight months. The progress in Madhya Pradesh, West 
Bengal and Mumbai has been a little slow and the 
launch of Reliance Fresh in these places could be 
slightly delayed. The priority for the moment seems to 
be on getting the supply chain in place across all its ver- 
ticals, including lifestyle, consumer durables/electron- 
ics and apparels. “The company is working towards the 
launch of its hypermarkets, which will initially come up 
in Ahmedabad and Jamnagar,” says a person familiar 
with Reliance's plans. To be christened Reliance Mart, 
the first one may open in April 2007. 

BT also learns that Reliance has finalised a name for 
its consumer electronics/durables chain, Reliance 
Digital. Apparently, these will be large stores covering 
20,000-40,000 sq. ft and offer in-store brands (or pri- 
vate labels) in addition to popular brands. The first set 
of Reliance Digitals may open in Karnataka, Gujarat, 
and the national capital region (NCR). One thing seems 
evident: by the time the first Bal-Mart rolls out in 
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another year or so, Reliance Retail will have opened sev- 
eral stores under different formats. And when the 
entire Rs 25,000 crore is invested in, say, five to 10 
years, Reliance Retail could be a Rs 75,000-crore 
company. The calculation is based on Wal-Mart's asset- 
turnover ratio (total assets of $138 billion, or 
Rs 6,21,000 crore, and net sales of $312 billion, or 
Rs 14,04,000 crore), except that given India's higher 
population density, we have increased the multiple 
to 3, compared to Wal-Mart's 2.26. 


What Happens to Competition? 
India's organised retail, although less than Rs 45,000 
crore in size, already boasts of several players, and 


KE 
Safe for now: Smart positioning could help Shoppers’ Stop 
different formats and categories. The big players are 
Future Group (Big Bazaar and Pantaloon) of Kishore 
Biyani, the Tata Group (it runs departmental stores un- 
der Westside, a books and music chain called Landmark, 
hypermarket Star India Bazaar, and a consumer durables 
chain christened Croma, in a tie-up with UK’s 
Woolworths), Sanjiv Goenka’s RPG Group (FoodWorld 
and Spencer’s), and Dubai-based Micky Jagtiani’s 
Landmark Group (Lifestyle). That apart, there are sev- 
eral smaller players, including Subhiksha, Trinetra, and 
Nilgiri’s. Most recently, the Kumar Mangalam Birla-led 
AV Birla Group has announced plans of entering retail. 
The response from incumbents to impending 
competition has been feverish. “We are going about 
our expansion process and should have a total of 
30 million sq. ft by 2010 from 4 million sq. ft now,” 
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says Future Group's Kishore Biyani. Big Bazaar, his 
flagship hypermarket brand, plans to up count from 
40 stores to 100 by 2007. RPG Group's Goenka wants 
to have 1,900 food stores by 2010, compared to 
110 today. RPG also has 200 music stores. *We are 
looking at an investment of Rs 1,000 crore over the 
next three years," says Goenka. The Tatas, too, have 
lined up investments in their existing formats, besides 
which they might still bring in Tesco on the rebound. 
(Bharti, it seems, wasn't happy with Tesco's scale of 
ambition for India). Tesco, however, told BT that 
“we remain excited by the opportunities in India and 
continue actively to review how best we might enter 
the market". Others like Carrefour may also follow. 

So, who gets hurt and who survives? Actually, the 
market may be large enough for several large players; 
both Ambani and Mittal have put that figure at six to 
seven. Wal-Mart, despite its gigantic size, has only 8 per 
cent share of the American retail market (although, it 
has 20 and 22 per cent shares, respectively, in groceries 
and toys). "There's room for many, many players,” says 
Technopak's Singhal. Yet, if you were a retailer like Big 
Bazaar, FoodWorld or even Subhiksha, you should 
be worrying. At the hypermarket end, a Big Bazaar or 
Spencer's would be hard-pressed to match the financial 
muscle or back-end skills of a Reliance or Bal-Mart. 
“Wal-Mart’s biggest strength is in non-food categories, 
so they may not do food in the hypermarket format," 
thinks R. Subramanian of Subhiksha: Just the same, a 
Subhiksha must worry about losing its neighbourhood 
store franchisees to bigger players offering better returns. 

As a result, some of them would want to sell out. 
Subhiksha, for instance, would have sold out already to 
Reliance Retail but for a disagreement over valuation. A 
Nilgiri's, where there are multiple promoter-owners and 
a private equity investor (Actis), will also want to cash 
in while the going is good. With the bigger players 
learning the ropes and opening stores every day, the win- 
dow of opportunity for the smaller players to sell out will 
begin to close. That's something Gautam Adani must 
have realised when he decided to sell his Gujarat-based 
50-store chain to Reliance for a reported Rs 100 crore. 
Reliance, on its part, must have considered the entry cost 
and time before agreeing to pay the price. 

The chains that will have less to fear will be the 
Westsides and the Shoppers’ Stops. Just like Macy's 
and Bloomingdale's, they will be less *mass market? 
and, therefore, not in the crosshairs of a Bal-Mart or 
Reliance. That said, every retailer in the country will have 
to go back to the drawing board to find niches where they 
can survive. The really big fight may be between Reliance 
and Bal-Mart, but there will be plenty of sparring among 
the others as well. These are fights that will leave the 
industry looking very different from what it is today. Ш 
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Smart energy for 
a smarter world. 


This is where we distribute 


Electricity is everywhere power for the buildings. 


in your daily life. Take baby 
Rahul. When he looks 
through the window, it's a = AL. MP 
very lively world he sees 4 This is Rahul, who's happy ~ 
A world where he will j to know he's never alone. 

feel just as safe as in I wu. s 

his mother's arms. 

Thanks to Schneider 
Electric, the world 

leader in the 

management of 

electricity and 

automation, technology 
becomes so effective 

that you forget it's even 
there. Together with its 
brands: Merlin бепп® 

& Clipsalk® — the best 
known name in electrical 
distribution and control 
products — 
Telemecanique® — one of 
the world's leading brands of 
automation and control 
products, systems and solutions 
— and ТАС% — a leading provider 

of building automation solutions — 
Schneider Electric converts electricity 
into smart energy. Creating processes 
and solutions today that are simple, 
efficient and environment friendly. So tomorrow's world 
is a better place to be. Welcome to a new electric world 


P 






— Schneider 
Electric 


www.schneider-electric.co.in Building a New Elec ІГІС World 
Customer Care Centre: 011-41682434/35 
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ASHIMA BAGCHI'S HANDBAG IS A TREASURE TROVE 
of sorts. Jostling for space are a 60GB Video iPod 
(cost: Rs 26,500) in its Multicolore canvas Louts 
Vuitton case (approximately Rs 12,600), a Nokia 
hand-held N93 (Rs 35,000), a cosmetics case (with- 
out a single home-grown brand in sight), a Guess wallet 
(Rs 4,600) and a host of other knick-knacks. The bag itself is 
a large fawn, floppy faux leather number from Nine West 
(Rs 4,900). That’s a cool Rs 90,600 and a bit, slung around the 
crook of a slim little arm. And that’s just the handbag. 
Strapped to her right wrist is a Guess timepiece (Rs 16,000), 
her left wrist sports a Swarovski bracelet, and the index finger 
a matching ring (Rs 18,900 for both). That’s a neat 
Rs 1,25,500, not counting her designer duds, footwear and 
what one could only term as ‘unmentionables’. 

So what is so special about Aashima Bagchi? Nothing 
much actually, except that she’s just your regular 17-year-old 
from a regular family of working white-collar professionals, 
and not the daughter of a diamond merchant or a builder or 
the third or fourth generation of a dyed-in-the-wool family 
business house, as her splurging habits may suggest. 
Bankrolling her shopping binges are: Her father, Deepak 
Bagchi, who has a Master’s Degree in Economics from 
St. Xavier’s College, Mumbai, and who has spent the last 
decade-and-a-half as an airline pilot, first with Indian Airlines 
and, more recently, with Air India; and her mother, Kamala 
Bagchi, who holds a fairly senior position in the planning div- 
ision of a Mumbai-based media buying house. 

Head south to Bangalore, where Alisha Furniturewalla, 19, 
a management student at Bangalore’s Mount Carmel College, 
is contemplating her next round of prospective possessions. “1 
will buy a pair of shoes for Rs 200 for college and throw it 
away in a month and just as easily buy a designer kurta for 
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BANGALORE 


ALISHA FURNITUREWALLA (19) 


EN WALK INTO A MALL FOR 
М... blue sweatshirt and 
then leave ... we can go for 
something and spend hours 
browsing for something com- 
pletely the opposite," says 
Furniturewalla, a management 
student at Bangalore's Mount 
Carmel College. She owns some 
70 pairs of heels and is consid- 
ering a Rs 6,000 outfit for New 
Year's. "| will buy a pair of shoes 
for Rs 200 for college and throw 
it away in a month and just as 
easily buy a designer kurta for 
Rs 30,000 from FFolio (a trendy 
designer wear store)," she says. 
For the guys, Garuda Mall is a big 
draw as is ITPL, which houses a 
mall and a café. 
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Rs 30,000 from FFolio (a trendy 
designer wear store)," says 
Furniturewalla, who at last count 
owned some 70 pairs of heels. She's 
also considering forking out Rs 6,000 
for an outfit for New Year's. *Men 
walk into a mall for one sweatshirt of 
a specific colour... we go for some- 
thing and then spend hours looking 
for everything else," she grins. Still in 
Bangalore, after college you can find 
Apachu Pooviah, an 18-year-old eng- 
ineering student at CMRIT, hanging 
out with his friends at the 
International Tech Park Ltd (ITPL), 
which apart from housing some of 
the biggest IT companies, also houses 
a mall, gym, restaurants and a Coffee 
Day outlet. “ТТРІ. is very close to col- 
lege so that's a great hangout option. 
Otherwise we spend a lot of our free 
time at the Garuda Mall, where we 
can catch a movie and do some win- 
dow-shopping," he says. Unlike the 
girls, Pooviah has a specific aim in 
mind when he sets out shopping. “1 
usually plan to buy a pair of trousers 
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or a sweatshirt when I do go shop- 
ping... I prefer reputed brands such as 
adidas, Nike, and Reebok as far as 
sportswear goes," Pooviah says. 
"We've played the latest computer 
games and watched the latest movies 
as soon as they've opened thanks 
to the internet and peer-to-peer net- 
works... this also means our music 
selection is very diverse and goes 
from the latest hits from Ludacris to 
evergreen favourites from Metallica 
and Iron Maiden," he adds. While 
he owns a less-than-cool variomatic 
scooter, automobiles are a huge 
draw for this engineering student, 
who takes part in drag races in his 
spare time and plans to one day buy 
his own mean machine, rather than 
borrow a friend's ride to partici- 
pate. Apachu's dad is a Director 
with Deccan Aviation and his 
mother is a teacher. 

In the capital, a bunch of seem- 
ingly regular tyros are hanging out at 
Shoppers' Stop in Ansal Plaza. Komal 
Srivastava, 19, a student at the 


NEW DELHI 


KOMAL SRIVASTAVA, SHREY 


SHARAN & SHIPRA GUPTA 
(ALL 19) 


T LEAST ONCE A WEEK, SHARAN, 
Srivastava and Gupta can 
be spotted at either PVR 
Anupam (in Saket) or PVR Priya 
(in Vasant Vihar). Sharan's most 
prized possession is his Acer 
Laptop and his Sony Ericsson 
K508i; for Gupta it is her 
Lenovo laptop and her Samsung 
X350. These fashion technol- 
ogy students are brand- 
conscious and have different 
allegiances. While none of 
them carries credit cards (they 
don't want to exceed limits), 
they use their debit/ATM card 
daily. They prefer Delhi's 
Baristas and Café Coffee Days 
and occasionally speed up to 
Gurgaon or Noida in Gupta's 
Ford Ikon to eat at the dhabas 
outside the call centres. 


National Institute of Fashion Technology (NIFT), 
*loves buying Lee and Benetton, but is not very 
comfortable with the Bossini range." Her friend, 
Shipra Gupta, *loves to roam in her Ford Ikon." 
Karan Lakhwani, 18, drives a WagonR, and swears 
by Hugo Boss and adidas. Then there's Surabh 
Abbey, 20, who's taking a break after graduation, 
drives a Santro, and adores the Benetton brand. 
Tanushree Prabhakar is 18, and her favourite brands 
are Benetton, Levis, adidas, Nike and Cool Water 
(perfume). And like Shrey Sharan, 19, most of these 
youngsters average a monthly pocket allowance of 
Rs 5,000. So what's the big deal? Nothing, except 
that Sharan's dad is an Assistant General Manager 
with a public sector bank, his mother is a teacher and 
both parents are in Jamshedpur. Srivastava's dad is 
a Senior Manager with an FMCG company, and her 
mom a teacher. And Prabhakar's dad is a scientist 
with the Indian Council of Medical Research, and 
her mother a town planner. 

You would have got the drift by now: The good 
life doesn't beckon just a privileged handful of 
youth from wealthy business families. Contributing 
to a rapidly growing economy 15 consumption by an 
increasingly burgeoning, prospering and aspiring 
mass of individuals who, by virtue of their sheer 
numbers, steamroll the very affluent class at the 












What kids in the 
15-21 age group 
are watching in 

BRIC* countries. 
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the Census, International 
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Airtel partners Microsoft to unveil the power. 
Turn the page for a world of possibilities. 
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MUMBAI 


GURINDER PAWAR (17) & VARUN 
AGASKAR (1) 


HE BEST OF FRIENDS, PAWAR AND 

Agaskar are avid cricketers. 
Pawar, who is toying with the 
Idea of becoming an actor, has a 
daily allowance for food and 
drinks of Rs 400. That excludes 
costs of fuel, night outs and shop- 
ping. His favourite clothing brands 
are FCUK, Banana Republic and 
Armani Exchange. His monthly 
expenses: Between Rs 30,000 
and Rs 50,000. Agaskar typi- 
cally spends Rs 10,000 per 
month on shoes, and 5,000 on 
perfumes. A watch addict, he 
owns a Calvin Klein, a Tag Heuer 
and a Tommy Hilfiger. He also 
picks stuff off the internet, where 
his father's and sister's credit 
cards come handy. 
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top of the pyramid. According to 
data put together by the National 
Council for Applied Economic 
Research (NCAER), the ‘aspirational 
class'—primarily white-collar pro- 
fessionals, including entrepreneurs 
but excluding business families— 
numbers a whopping 81 million 
households. The ‘rich’ on the other 
hand are a mere 3.8 million house- 
holds. And as the Indian economy 
continues to roll, NCAER projects 
that by 2013, the aspiring house- 
holds will be the largest component 
of the Indian pyramid, at 124 mil- 
lion, outnumbering those at the 
top—and the bottom—by far. 

But the number of — look 
good on paper even today. To fall 
back once again on NCAER data, the 
81 million households of aspirers 
earn a minimum of $45,000 
(Rs 20.25 lakh) per annum. Now on 
the basis of this, let's attempt to arrive 
at a figure on the number of green- 
horns in the 15-21 bracket (in college 
and non-working; note: they're not 
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How 15-21-year-olds in 
BRIC countries give and 
receive information. 


81% O/ have mobile 
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Source: US Bureau of the Census, 
International Database, 2005 


call centre employees or employees of 
any kind) and the sheer quantum of 
dough they would be spending in a 
year. Assuming one child in this age 
bracket—let's call her and her ilk the 
white-collar richie rich (WCRR)—in 
every two of these households is in 
the 15-21 age bracket, you have a 
little over 40 million of them out 
there. (Interestingly, according to the 
US Bureau of Census' 2005 
International Database, India has the 
most number of 15-21 year olds in 
the world—115.3 million of them!) 
Elissa Moses, a Strategic Marketing 
Consultant to brands like Coke, 
Levi's, MTV, Nike, Burger King and 
Calvin Klein, estimates that each 
WCRR would be spending on aver- 
age $20 (or roughly Rs 900) per 
week, a thoroughly conservative fig- 
ure, as BT realised after talking to 
hundreds of WCRR from all parts of 
urban India. Now Rs 900 spent by 40 
million kids adds up to a cool 
Rs 3,600 crore a week—or all of 
Rs 1.87 lakh crore a year! 
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HP Profiles: Meeting 
Outlook E-mail: 10 Unread 


Appointment with Pramod Kumar 
4:00PM-5:00PM 


Contacts Messaging 


Now carry your office in your pocket with 
Microsoft Windows Mobile™ 5.0 powered phones. 


Go one step further than simple emails now from your mobile. Use PowerPoint, work on Word and 
Excel, open attachments, send and receive jpegs, email on the go and a host of other multimedia 
options, all on your HP and i-mate handsets. You can carry your office on the screen of your mobile 
with Airtel and Microsoft. So now access your office on the move, wherever you are. 


Airtel partners Microsoft™. 


An Windows š ° ° 
a Mobile Ul i-mate [А 


Windows Mobile - E-mail on the move * Word, Excel, PowerPoint, MS Office е Multimedia 


Mobile Services | 98714 28080 





KOLKATA - 


KRITIKA SEKSARIA (18), 
SREEPURNA RAY (19), SATYAKI 
BANERJEE (20) & SAMRAT 
CHOWDHURY (20) 


Model students most of the time, the ani- 
mal in them is unleashed in malls. 


ARISTA, PALATE, INOX, CAFE 

Coffee Day, City Centre, 
Forum Mall—these are the urban 
temples of Kolkata where these 
four regularly pay their respects. 
Seksaria, who comes from a 
business family, wouldn't mind 
spending Rs 50,000 on a shop- 
ping spree at City Centre or 
Forum Mall, picking up "any- 
thing that appeals." The others, 
from white-collar families, are 
more subdued in their spending 
habits—Ray for instance would 
rather visit a large-format music or 
book store—even though Seksaria 
quips that "| don't want to be 
seen as a spoilt brat, either." 
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That's a lot of bucks being spent 
by a lot of boys and girls. Sure these 
figures are back-of-the-envelope cal- 
culations (that spending by WCRR is an 
emerging trend makes it all the more 
difficult to fall back on too many 
available numbers), and such ram- 
pant spending may not stretch across 
all kids in the 15-21 age bracket. For 
instance, BT did meet youth whose 
pocket money didn't exceed Rs 500 
a week, who are still content with 
non-iPod МР3 players, and who don't 
own fancy bikes and cars. Also, this 
emerging trend would naturally be a 
metro phenomenon—not just be- 
cause the purchasing power is con- 
centrated there, but because 40 per 
cent of the urban population is esti- 
mated to be between 15 and 21. To 
be sure in cities like Mumbai and 
Delhi, it wasn't difficult for ВТ cor- 
respondents to stumble upon WCRRs 
who spend half-a-lakh a month—on 
branded apparel, in cafés, and on a 
range of accessories, right from 
watches to sunglasses. Says Ajit 
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INDIA: Brimming With Kids 


Top 10 countries where 15-21-year-old live. 


INDIA БЕ $ 115.3 
China 
Indonesia 
US 20.7 

Brazil 
Russia 
Mexico 
Vietnam 9 5 
Philippines 9.4 
Japan 1.8 


Source: US Bureau of the Census, 
International Database, 2005 


Figures in million 


Varghese, Managing Director, 
Maxus India, a media agency: “With 
the economy growing the way it is, 
the double-income of families can 
only go up. And most of that finan- 
cial power today, directly or indi- 
rectly, rests in the hands of the 15-21 
age group.” Adds D.K. Guha, Vice 
President, Lowe: “Marketers are 
being forced to reposition their exi- 
sting products or create a separate 
brand—which may not be connected 
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Gain IHE CALENDAR 


IIPM students!! 


Success Guru 
Oct. ©З 






5 Stephen R. Covey - 


”- 
Zig Ziglar - 
Leadership and 
Motivation Guru 


^ Marcb '04 
` 


Philip Kotler - 
Marketing Guru 
Oct. ‘04 
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WORLD CLASS MDPs FOR INDIA INC. 


[he following shortlist of International faculty members visiting IIPM will be taking MDPs & 
training programmes for India Inc. as per the mentioned dates.* 










Rajeev Kobli - Columbia GSB 


European School of Management, Paris 


Isaac Getz - May 05 
Managing employee Ideas for Performance 

New Delhi, Bangalore, Mumbai 

Columbia GSB 

Partha Mohanram - Jun, 05 


Investment Finance 
New Delhi, Mumbai, Bangalore 


University of Cambridge 

Mark de Rond Іш. 95 
Collaborating to Compete: L'alue Creation and Conflict Resolution 
New Delhi, Ahmedabad, Bangalore, Mumbai 


London School of Economics 

Tobias Kretschmer Ам. 05 
Strategie Thinking in the High-Tech Arena 

New Delhi, Ahmedabad, Bangalore, Mumbai 


University of Oxford 

Owen Darbishire Aug, 05 
Human Resources and Effective Management 

New Delhi, Hyderabad, Chennai, Bangalore 


London School of Economics 

Raymond Richardson Sep. 05 
Modern Human Resource Strategy 

New Delhi, Ahmedabad, Bangalore, Mumbai 


LSE 

Geoffrey Owen Sep, 05 
The impact of globalisation on industries and firms 

New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 
Ari Ginsberg 
Corporate Entrepreneurship; Leveraging Innovation for Growth 
New Delhi, Mumbai, Bangalore, Ahmedabad. 


The Wharton School of the Univ. of Pennsylvania 
Skander Esscgaier Da. 05 


Pricing Strategies 
New Delhi, Bangalore, Chennai, Hyderabad 


Stanford University Graduate School of Business 


Rick Aubry Dee. 05 
Social E-ntrepreneursbip 

New Delhi, Ahmedabad, Mumbai, Bangalore 

IMD 

Michael Yaziji Dec. 05 


Non Market Environment that can profoundly impact industries 
New Delhi, Chennai, Bangalore, Hyderabad 


YALE 

Ravi Dhar Dee 05 
Branding 

Bangalore, Chennai 


All the MDPs are jointly taken with a member of IIPM faculty & conducted by Planman Consulting 


AT THE MOST AFFORDABLE PRICES!!! 


Investment per participant for the above mentioned programmes : Rs. 10,000/- 





Now 05 


IMD International 

Donald Marchand Jan. 06 
Reaping the Business Value of IT : Optimising Payback 

New Delhi, Hyderabad, Bangalore, Mumbai 


INSEAD 

Andre Laurent Fek 06 
Managing Across Cultures 

Bangalore , Chennai, Hyderabad, New Delhi 


University of California 

Holly Schroth Mar. 06 
Negotiation and Conflict Resolution 

New Delhi, Bangalore, Hyderabad, Chennai 


INSEAD 

Amitava Chattopadhyay Apr. 06 
Customer Focus 

Bangalore, Chennai, Hyderabad, New Delhi 


Wharton 

Johannes Pennings May 06 
Strategic Management of Innovation: overcoming inertia ; 

the adoption and implementation of an emerging 

technology 

Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Pietro Veronesi Jun.” 06 
Finance 

Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Phillip Afeche Jul. 96 
Operations Management 

Bangalore, Chennai, Hyderabad, New Delhi 


Stanford 

Prof, Wasim Azhar 

Managing Sales and Distribution Channels 

New Delhi, Hyderabad, Chennai, Bangalore 


Chicago GSB 

Prof. Uri Gneezy Оа. 06 
Negotiation 

New Delhi, Mumbai, Pune, Ahmedabad 


Chicago GSB 

Prof Osor те Wu 

Decision Making 

New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 

Prof. Zur Shapiro Dee. 06 
Risk Taking and Managerial Decision Making (tentative) 

New Delhi, Mumbai, Ahmendabad 


Au. 06 


Non 06 








*Get in touch today with Chanda for more details and a more exhaustive list of MDPs at 


chanda.mehra@iipm.edu or training(2planmanconsulting.com; www.iipm.edu; www.planmanconsulting.com 
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Destructive Innovation 


Gita Gopinath - Chicago University GSB 
Macro Econ. Planning 


Bharat Anand - Harvard Business School 
Competitive Strategy 


Arindam Chaudhuri - 
Management Guru шаш 
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Tom Kirchmaier - LSE 3 


Bargaining © 
Negotiations 1 


Akash Deep - Harvard | 
University 


Finance, Risk, Valuation: Global 
Perspectives 
Jan. ‘OS 


> 


==. 


Leigb Hafrey - MIT, 

Sloan School of Management 
Etbics & Leadersbip 

Feb. *05 


Joel Stern . 
Originator of EVA 
Feb. 05 


Sunil Gupta - 

Columbia GSB 

~ Managing Customers 
as Investments 

Mar. ‘05 


Jack Canfield - 

Author of Chicken for the Soul and Peak 
Performance Guru 

June ‘05 


Jim Rogers - Finance Guru 
Feb. 06 


Clayton M. Christensen - 
Innovation Guru 
May ‘06 


John Philip Jones = 
Advertising Guru 
Aug. ‘06 
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Gary Hamel - Strategy i 


Guru dei 1 
Sept. '06 
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your eyes 
off the ball 


Pick up the latest issue of Golf Digest India 
and get a Callaway Warbird golf ball 
absolutely free. Let the game begin! 
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Careers іп 
News, views, reviews, vital tips, valuable Insights and a free golf ball! The December FUZZY zoriurn 
issue of Golf Digest India holds amazing surprises for you. бо, hurry. Get your copy now 
Offer validon newsstand copies onlytill stocks last 





HP OFFICEJET ALL-IN-ONES. PRINT. FAX. SCAN. COPY. 


Get impressive print and copy speeds, vibrant, high-definition colour scanning and produce truly 
professional laser-quality output, every time. The automatic document feeder streamlines high-volume 


' faxing, scanning and copying. While the powerful fax offers you a high-speed 33.6kbps modem 


and up to 100 speed dial numbers. Get an HP Officejet All-in-One, increase your productivity. 


СОМРАСТ 

HP Officejet 4355 

All-in-One 

Enhonce your 

communications with 

all-in-one convenience 

that also includes an 

integrated phone. CONVENIENCE 

Rs. 6,999“ HP Officejet 5610 
All-in-One 
Boosted by o high- 
capacity automatic 
document feeder and 
versatile flatbed copier, 


scanner and fax. CONNECTIVITY 


Rs. 9,999 HP Officejet 6318 
All-in-One 
Share all-in-one 
multifunction capabilities 
across the office with 
built-in networking. 


Ф| 


invent 


Ask for HP Care Pack to extend warranty, ^Estimated street price, taxes extra. Conditions apply. © 2006 Hewlett Packard Development Company, L.P. 





REIAILS COMING 


FACE-OFF 


One wants to be India's Wal-Mart and the 
other /s (Bharti-) Wal-Mart. With both set 
to battle, the Rs 14,00,000-crore retail 
market will never be the same again. 

But how will the retail wars play out? 

К. SRIDHARAN AND KRISHNA GOPALAN 


XPECTEDLY, INDIAN RETAIL INDUSTRY'S MOST-AWAITED NEWS 
came with a bang. It was a Monday morning and as India 
Inc.'s Who's-Who, including Bharti Enterprises' Sunil 
Mittal, made a beeline to the India Economic Summit, 
World Economic Forum's India gabfest, the New Delhi- 
headquartered Bharti dropped a bomb. In a short press release, 
whose matter-of-fact tone was in stark contrast to the significance 
of the development, the company announced that it had signed a 
Memorandum of Understanding (Mou) with the Bentonville 
(Arkansas, US)-based retail behemoth, Wal-Mart. “(Bharti and Wal- 
Mart) share the same commitment to building relationships with pro- 
ducers in order to provide great quality at reasonable prices to con- 
sumers every day," the world at large was told. The press release had 
begun going out around 10.30 that morning, and by the time 
Mittal arrived at the summit's venue (Taj Palace Hotel, New 
Delhi), the media had worked itself into a frenzy. And Mittal, 
who had also been talking to France's Carrefour and Britain's 
Tesco, was only too happy to oblige. *It's a partnership of equals. 
sig investments аге in the pipeline,” he told ВТ and other reporters 
at the summit. Later, at the same event, Reliance Industries! Mukesh 
Ambani, who plans to invest Rs 25,000 in his own retail venture, 
Reliance Retail, welcomed thedevelopment, saying there was 
enough space in the industry for six to seven large players. 

Don't let the corporate propriety fool you. What the industry has 
in the making is an epic retail battle. Pitted against each other are two 
equally strong and ambitious (see A Battle of Equals) players. One wants 
to be India's Wal-Mart and other, well, is Wal-Mart. Therefore, this 
fight won't be about winning a few customers here and there; rather, 
it will be about supremacy—of one Indian company, which has never 
believed in being #2 in anything, trying to live up to its own expec- 
tations, and of another retailer, whose global revenues are as big as 
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BHASKAR PAUL AND IMAGING 


VIVAN МЕНКА, 


PHOTOGRAPHS 


Sunil Bharti Mittal 
Chairman & MD, Bharti Enterprises 








CHENNAI 


HARINI GOPINATH (20) 


ER CREDIT CARD IS ONLY FOR 
H emergency use, she doesn't 
own an iPod but a Sony MP3 
player, prefers the coffee shops to 
the clubs, and is not too keen on 
hair bonding as it can be damag- 
ing in the long run. Gopinath may 
be prudent but she's no prude. 
She's prone to spending 
Rs 1,500-2,000 a month on 
clothes and accessories, she goes 
gaga on cell phones (currently 
sports a K700 Sony Ericsson), 
and usually ends up spending a lit- 
tle over Rs 3,000 per month. But 
the best part is that her father—a 
Vice President with Covansys— 
gives her money whenever she 
needs it. After all, she's got petrol 
bills—for her Santro and Scooty— 
to take care of. 


to the mother brand—to meet the 
expectations of these youth, who 
are price-insensitive." 

Consider, for instance, Varun 
Agaskar, 19, an ace cricketer who 
participates in college and inter- 
college tournaments. Perhaps his par- 
ents would prefer he plays a lot of 
cricket; for when he's not swinging 
the bat he's buying his favourite 
br; Banana 
Republic, Armani Exchange, Diesel 
and FCUK—and is prone to buying 
stuff worth Rs 15,000 at one go. He 
spends Rs 10,000 per month on 
shoes, and Rs 5,000 on cologne and 
perfume. He is also a self-confessed 
watch addict and owns a Calvin 
Klein, a Tag Heuer, and a Tommy 
Hilfiger. Oh, and if you're wondering 
how he pays for all these goodies, 
his father's and sister's credit cards are 
always at hand. His father is an en- 
trepreneur who has started a head- 
hunting firm for IT services profes- 
sionals and his mother recently retired 
from Mahindra & Mahindra. 

“There is definitely an awareness 





p Mind-boggling double 
incomes mean there's more 
money to go around for 
unabashed consumption 


e Parents earning those 
incomes are too busy doing 
so; there's little time for the 
kids, so they compensate 
with money _ 


p Increasing divorce rates and 
— marriages result in 
parents showering money on 
their offspring either out of 
guilt or to be perceived as the 
favourite parent 


Exposure to global brands, 
fashion and trends, much of 
which hit India almost 
seamlessly, thanks to satellite 
television 


of this high-spending sub-21 cate- 
gory who are making high-ticket pur- 
chases," says Habeeb Nizamuddin, 
Chief Growth Officer, Lodestar 
Universal, a media buying agency. 
For instance, in Guess stores in the 
country—there are about a dozen of 
them which sell apparel, shoes, bags 
and accessories—you'd typically find 
overzealous 15-20 year olds crawling 
all over the place. Buying may not be 
frenzied in such outlets, but there 
are those who would think nothing of 
picking up brands like MNG or 
Tommy Hilfiger. The starting prices? 
Rs 4,900 for a cotton top or 
Rs 4,000-6,000 for a Swarovski- 
studded jeans. Some 18 per cent of 
Louis Vuitton's all-India sales come 
from the sub-21 segment (Louis 
Vuitton products start at Rs 20,000 
and go up to several lakhs). 
Moschino, Dior, Burberry, Nine 
West, and Aldo are also a favourite 
with this tribe. 

For Ish Bawa, Head (Marketing 
& Communications), BenQ, kids like 
Agaskar are a godsend. "For this age 
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bt gen X 








e Flings and 'friendships with benefits' 





ө Coldplay, James Blunt, 
Norah Jones, Avril Lavigne 





e Indulging in food, followed by bulimia 





e Flavoured Absolut vodka, Jack Daniels, 
Johnny Walker—Black Label, Mojitos, 
Cosmopolitans 





e Spandex, lycra blends, experimental 
usage of cosmetics, body-piercing 





e TIGI (a haircare brand) is the rage, anything 
else is considered 'DM' (downmarket) 


group, the #1 priority is a mobile phone, #2 would be 
a digital camera and #3 would be gaming products,” 
says Bawa. "If I cut across all of BenQ’s product cate- 
gories, including mobile phones as well as LCD monitors, 
65-70 per cent of our India revenues come from the 
15-21 age-group." For Benetton too, 50-60 per cent of 
sales come from the 15-21 year olds. That's why the 
company in India has launched a ‘Benetton Loyalty 
Programme’ targeted specifically at this band. “India is 
the only country in the world where we have launched 
this programme. Depending on the kind of cards they 
get (which in turn depends on the amount they spend 
on the brand), they get benefits of getting into various 
nightclubs and discotheques, tickets for rock concerts 
and things like that,” says Sanjeev Mohanty, Regional 
Director (Sales & Marketing), sAARC & South-East 


So, who rules the roost? Luxury brands, of course 
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What’s Out 


Serious relationships 








Britney Spears, Boy Bands 


Being weight conscious 





Any alcohol that is ‘cheap’ 
(less than Rs 500 a peg) 





Being Vegan, tree-hugging, tie-dye, 
hemp, jute & handloom clothing 





Desi hair products 


Pacific, Benetton. Mohanty stresses these cards don't 
dole out discounts—something today's children frown 
on. “They don't value things they get for cheap or for 
free; they like to pay, so long as they are getting 
value for their money. They are value-conscious, and 
our loyalty programme gives our consumers value 
across their lifestyle choices." 

Besides its sheer availability, what makes it easier 
(than before) for these youth to spend so much of the 
loot is sheer access—to pubs, malls, multiplexes, 
brands... the works. It isn't uncommon to find night- 
clubs in Mumbai crawling with WCRRS (many of 
them naturally underage—the legal drinking age is 21 
years). Indian alcohol or even foreign brands made in 
India (like Smirnoff vodka) are typically looked 
down upon—cult labels like Jack Daniels and Absolut 
vodka, which cost Rs 500-800 a shot at most clubs, 
are the flavour of the night. 

It's tempting to get judgmental about the WCRR's 
bizarre spending patterns—or even about their parent's 
apparent compensation for time with money—but to 
a large extent, the WCRR is a product of the times. For 
one, the latest global trends, fashion and brands are 
just a click away. For another, unlike children from 
previous generations, the resources to avail of such 
gratification are just a credit card swipe away. And in- 
deed there's technology, to which they've taken to like 
fish to water. As Maxus' Varghese points out: 
“Marketers cannot afford to ignore this group—I 
can’t think of a single client who is not targeting 
it—because they’ve adopted technology so well. 
These kids are going where the technology is.” And 
following them is a colossal load of lucre. m 

ADDITIONAL REPORTING BY RITWIK 
MUKHERJEE, NITYA VARADARAJAN, RAHUL 
SACHITANAND AND PALLAVI SRIVASTAVA 
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Shining 





rent 


Kalanithi Maran's Sun Network has a stranglehold on southem markets, 


and the 40-year-old has no intentions 


of loosening his grip. But where 


does his print-to-radio-to-TV empire, of which Sun TV alone is worth 
Rs 10,500 crore on the stock market, go from here? лкснха sHuKLA 


кч OR A MEDIA COMPANY THAT OWNS 18 TELEVISION 
channels, seven radio stations, two daily 

-4 newspapers, four magazines and a signifi- 
cant cable and satellite (C&s) distribution 
business, Sun Network's headquarter in 
Anna Salai, Chennai, looks quite unpretentious and 
quiet. There are no throngs of camera crews or rep- 
orters hanging around. Instead, one finds some sturdy, 
tall men, all dressed in whites, guarding the entrance. 
They are the only indication of the place's central 
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position іп Tamil Nadu politics—the building is the 
headquarters of Tamil Nadu's ruling party, DMK. The 
Chairman and the Managing Director of Sun Network, 
Kalanithi Maran, sits on the third floor. At the recep- 
tion, there is a big, illuminated portrait of the late 
Murasoli Maran, former Union Industry Minister, 
nephew of current Tamil Nadu Chief Minister M. 
Karunanidhi and Kalanithi's father. The family is syn- 
onymous with politics, but Maran says: *I don't un- 
derstand politics; I only know how to run a successful 
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Two companies, Kal | : Runs four magazines 
Radio & South FM Radio, have (Kungumum, Mutharam, Vannathirai & 
45 FM radio licences (23 for sou- Kumguma Chimizh) and two recently- 
thern and 22 for northern mar- acquired newspapers (Dinakaran & 
kets); 7 stations already on air. Tamizh Murasu) under two companies 
called Kungumum Publications & 
| ) ‚ Owns SCV, а multi-system оре- Kal Publications. 
rator, and has over 80 per cent market share in cable 
distribution in Tamil Nadu. Also owns Gemini Cable | : Has а licence for direct-to-home serv- 
Vision, a dominant player in Andhra Pradesh. ice, which is likely to be launched next year. 
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GRAPHICS BY PINAKI PAUL 


SUN'S WORLD 


TV, print and radio penetration in the four southern states is higher than the national average. 





Per capita income (Rs) 
Population (million) 
Households (million) 
TV HHs (million) 

C&S HHs (million) 
C&S penetration among TV HHs (%) 
Radio penetration (%) 
Print readership (%) 


Total Advertising Market (Rs crore) 
HH: Household 


business.” That, he surely does. 

Maran, 40, runs one of the biggest media con- 
glomerates in the country, straddling cas broadcasting, 
publishing, radio and broadcast distribution; its current 
turnover: Rs 800 crore. The network’s flagship chan- 
nel, Sun TV, is the second biggest in the country, with 
a 30 per cent market share, just below STAR Plus (41 per 
cent) in the national pecking order. Maran's other 
channels rule the roost in each of the southern mar- 
kets—Tamil Nadu, Andhra Pradesh, Kerala and 
Karnataka—he is present in (see Where Sun Stands...). 
Sun is the only network in the south that has a complete 
bouquet of general entertainment, news, music, movies 
and kids channels (a sports and a documentary channel 
are on the anvil). In TN, his rivals, Jaya TV and Vijay Tv 
(the latter is owned by the star Network), have only 
one channel each with a viewership share of 6 and 3 per 
cent, respectively, against Sun TV's 44 per cent. Even his 
competitors acknowledge his mettle. *Maran is one of 
the pioneers in the broadcast industry. He has created 
a stupendous business in a market that others thought 
wasn't worth dabbling in," says Ajay Vidyasagar, 
Executive Vice President, STAR Network India. 


Where Sun Stands in the TV Universe 


Sun TV vs top national broadcasters and regional rivals. 
All India 


Market 









ei da x Sun TV 44.11 — — Gemini V 2253 
Sony - KTV 17.85 Cable (Regional) 15.74 — £ 
— Jaya Тү 6.21 — Teja VY 1425 
| Sun Music 6.01 а EenaduTV 124 — 
Zee TV Cable (Regional) 3.68 Û — Maa Telugu 4.82 — ^ 
cA | Others 22.14 —— Others 30.23 


All relative channel share figures in per cent for 2006 (till Nov. 15) 
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EDET (Sun TV channels in bold) 


Sun's share in Kerala is 21 per cent and in Karnataka 24 per cent 








21,239 22,668 17,642 18,324 
65 34 81 56 
16.5 7.5 19 12 
11.1 5.2 12.6 6.6 
10.3 3.6 11.5 1.3 
92.8 69 91 20 
38.7 37.6 9.6 28 
40 64 33 26 


2,900-3,500 


Source- NRS 2006 


Maran also has a flourishing publishing business that 
comprises four magazines Kungumum (with a reader- 
ship of 1 million), Mutharam, Vannathirai and 
Kumguma Chimizb. He also runs two daily newspapers, 
Dinakaran and Tamizh Murasu. “At the time of ac- 
quisition, Dinakaran ranked 60th in the country with 
a readership of 1.5 million. We redesigned and re- 
launched the product. Today, it is the seventh largest 
newspaper with a readership of one crore," says Maran. 
Then, he also has 45 FM radio licences; seven stations 
are already on air. “Twenty-two of the new licences are 
for the northern market," he says. *So far, we were a 
south-based player, but our radio venture will make us 
a pan-India media company." 


No Investments, Only Returns 

His political linkages notwithstanding—Tamil Nadu 
Chief Minister M. Karunanidhi is his great uncle and 
Union Minister for rr & Communications Dayanidhi 
Maran his elder brother—Maran has built his fortune 
from scratch. After dabbling in the family's publication 
business and running a video magazine, Poomalai, for 
about four years, he decided to enter the broadcast busi- 


ШЕУ ТЧ (Sun TY channels in bold) 











Source: TAM Peoplemeter System 


Sun is the only network in the south that has a complete 
bouquet of general entertainment, news, music, movies and kids channels 


ness in 1992. “The C&S industry was non-existent at 
that time. There were not too many advertisers and no 
cable operators, forget about subscribers and subscrip- 


tion fees," says Hansraj Saxena, Vice President 
(Programming), Sun Tv (Saxena is Maran's college 
friend who has been with him from the start). Investing 
in content production and a marketing network, thus, 
was a tall order. It was then that Maran came up with 
an innovative idea. “1 approached some producers 
and proposed that I would provide my platform to air 
their shows; they could retain the ownership of their 
content and sell commercial airtime to recover their 
costs," he says. Maran also got to sell some two minutes 
of air-time and title and sponsorship rights. It was a win- 
win proposition as Sun would earn profits on no inv- 
estments. The arrangement is now the standard prac- 
tice at the company. Producers, on their part, don't 
complain because there is no better alternative to Sun 


in the southern market. *Sun channels are far ahead of 


their rivals in terms of reach and viewership, which 
translates into tremendous advertising potential," says 
Sathyajothi Thyagarajan, Managing Partner, Sathyajothi 
Films; he has been working with the group for the past 
10 years. Indeed, the average lowest ТЕР (television rat- 
ing point) a Sun TV programme gets is around 20, 
whereas the highest ТЕР rival Jaya TV gets for its most 
popular show, Jackpot, is 6. Today, all the top 50 
regional C&s programmes belong to the Sun Network. 
Result: while a 10-second spot on Sun ТУ goes for 
Rs 18,000-25,000, the going rate for competing chan- 
nels is around Rs 6,000-8,000. 

This gives Maran the muscle to dictate terms to con- 
tent producers; and he squeezes this advantage ruth- 
lessly. He doesn't allow them to work for any other 


Money Spinner 
Despite its modest revenues, Sun TV is highly profitable. 
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2002-03 
Figures in Rs crore 


2003-04 


ШЕШ Turnover ШЕШ Profit before tax 


2004-05 
аша Profit after tax 








broadcaster, and those who leave him once are never 
allowed to come back. He has similar contracts with 
leading film producers as well. Says Maran: “Over 
80 per cent of the films produced in the market come 
to us. [n return, we promote them on all our platforms 
before their release. Given our reach, it is an opp- 
ortunity they can't afford to miss." This arrangement 
has worked well for producers so far. Many TV content 
producers have built fortunes riding on the back of his 
network. “Eight years ago, when we started working 
with Sun, our turnover was Rs 1 crore; today, we are 
a Rs 24-сгоге company," says B. Srinivasan, Managing 
Director, Vikatan Televistas, a leading production 
house that works across the four southern markets. 
“Given the scope of work one can do across Sun plat- 
forms, the apparent restrictive covenant doesn't harm 
any of us. І am currently working on four shows for dif- 
ferent Sun channels. I don't have the time, or the 
need, to knock on any other door," he adds. 


Politics and Business 

There is, however, one party that gets hurt in the 
game—Sun's rivals. *(Maran's) team has a killer instinct. 
Being the first entrants, they have captured every corner 
of the market. Now, nobody can break the virtuous cycle 
they have gotten into," says K. Balaswaminathan, Vice 
President (Sales and Marketing), Jaya Tv. Incidentally, 
one of the strongest pillars of Maran's broadcast busi- 
ness is his C&S distribution network. Though Maran ins- 
ists that he only runs a multi-system operation under scv 
and he has no last-mile network, his rivals say that his 
men control more than 80 per cent of the C&s distri- 
bution market. “In TN, it is they (Sun) who decide 
which channel gets carried and which doesn’t,” says a 
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Gemini and Udaya, which 
with Sun on Dec. 1, will 
add Rs 270 crore to the top line. 


2005-06 





Figures in Rs crore for 2005-06 
Turnover E PAT 
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top executive of a leading broadcaster. 

There are many who also allege that he has used his 
political clout to build his empire. Recently, allegations 
surfaced that his brother, Dayanidhi, had tried to coe- 
rce the Tata Group into selling its stake in Tata-Sky to 
him. Maran, on his part, is unruffled by such allegations. 
“It is most convenient for my rivals to hide their failures 
behind my political connections," he says, adding, “1 
only focus on boosting my business." 

Range and depth apart, Sun ту, the listed entity 
that houses all Tv channels, is today the most prof- 
itable broadcasting company in the country. Its op- 
erating margins have ranged from 45 to 60 per cent 
(against Zee TV and STAR's 25 and 35 per cent, re- 
spectively) over the last four financial years. “Sun TV 
has created a unique business model. Its horizontal 
and vertical business integration is unparalleled," 
says Farokh Balsara, Industry Leader (Media and 
Entertainment Practice), Ernst & Young. 

Going forward, the Sun Network seems poised 
for a new phase of growth. Once all his radio sta- 
tions take off, he will become the biggest FM service 
provider, along with Anil Ambani's R-ADAG (Reliance- 
Anil Dhirubhai Ambani Group), in the country. Radio 
advertising represents an opportunity of Rs 300-350 
crore, "We are gearing up to ensure that we garner 
maximum share in the radio segment," says Saxena. 

Then, his DTH venture is likely to be launched early 
next year; analysts expect at least 25 per cent of the total 
pay TV households to opt for the service. *DTH offers a 
two-way revenue stream for Sun—the pay revenue 
from other service providers like Tata-Sky and Zee and, 
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A-team: (From left to right) K. Shanmugam, Vice President (Sales); S. Natrajan, Vice President (Finance); 
P. Laul, Vice President (Marketing); Kalanithi Maran, CMD; Hansraj Saxena, Vice President (Programming); S. Kannan, 
Vice President (Technical); and R.M.R. Ramesh, Director, Kal Publications 





THE MAN AND HIS JOURNEY 


@ Name: 
@ Age: 40 


@ Education: B.Com from the University of Madras; and 
MBA from the University of Scranton, Pennsylvania, US 


@ Career: Started in 1987 as a Circulation Clerk in 
Sumangali Publications, a family-run business that then 
published three magazines. Today, he is Chairman & 
Managing Director of Sun TV, a company that runs 18 
cable and satellite channels 


@ Business philosophy: Take small steps, no big leaps 
@ Sun's market cap: Rs 10,500 crore 
@ Family's stake in Sun: 90 per cent 


from the network's own operations," says a Mumbai- 
based equity analyst. Besides, he has just turned his flag- 
ship channel Sun TV into a pay channel; it reaches 95 
per cent of C&S homes in TN alone and is likely to bring 
in additional revenues of at least Rs 15-18 crore next 
year. The launch of new sports, kids and documentary 
channels will further consolidate the group's position. 
And advertising revenues, which grew 32 per cent in 
2006—and account for around 60 per cent of the 
group's total revenues—are likely to grow at a healthy 
clip of 14-15 per cent. “Overall, the Sun Network is ent- 
ering a healthy phase of growth," says the analyst. 
For Maran, it is only the culmination, and also a fresh 
start, of an aggressive, but judicious, journey. *I have 
never taken big leaps. I take small steps. For me, being the 
leader wherever I am is what counts," he signs off. t 
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That the Indian markets are 
being fuelled by huge foreign 
inflows is well known, but 
ever wondered who are the 
global investors stoking the 
bull run? BT provides an 
exclusive peek. 


MAHESH NAYAK 
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49 BILLION (Rs 2.205 LAKH 
crore). That's the quantum 
of greenbacks that have cas- 
caded into the country's 
equity markets since the 
by-now-ubiquitous foreign institu- 
tional investor (ЕП) tribe first checked 
into the country in 1992. And more 
than half of those inflows—some 
$28 billion (Rs 1.26 lakh crore)— 
have been invested in the past 
35 months, making India one of 
the hottest destinations for foreign 
investible money—it’s only in Japan 
(it attracted $260 billion or Rs 11.7 
lakh crore between 2004 and 
November 2006) and Taiwan 
($45.6 billon or Rs 2.052 lakh 
crore) that global portfolio investors 
have pumped more of the moolah. 


THE BIG BOYS’ CLUB 


The biggest Fils in India in terms of 
invested corpus. 





HSBC 

JP Morgan 

Fidelity - 

Merrill Lynch 

85 

DWS Investments 
Goldman Sachs 
Govt of Singapore - 
Citigroup 

Temasek 
Morgan Stanley 
Templeton 
Blackstone 

Barclays 

T. Rowe Price 

Capital International 
Nomura 

Nikko 





With the Fits clearly ruling on 
Dalal Street—estimates indicate that 
ЕП$ are investors in at least 1,000 
Indian stocks—it's common to look 
at their mammoth inflows as a hom- 
ogenous mass of invested wealth. 
That's far from the truth of course 
with, at last count, some 993 Fils 
registered with the Securities & 
Exchange Board of India (SEBI), and 
another 2,938 bodies investing via 
the sub-account route through reg- 
istered Fis. But, as data put together 
by ВТ reveals, it’s a handful of global 
investment houses that accounts for 
a chunk of the Fil inflows into 
Indian equity. According to 
Emerging Portfolio, a global fund 
data provider and research firm, 
the top 10 funds that invested in 
India have a corpus of $13.6 billion 
(Rs 61,200 crore). Heading that 
list—as per data collated by Br from 
market sources—is HSBC, handling 
nearly $8 billion (Rs 36,000 crore) 
of foreign money in India (see The 
Big Boys’ Club). HSBC is followed by 
ІР Morgan, Fidelity, Merrill Lynch, 
pws and UBS in that order, each of 
which handles between 55 and 
$7 billion (Rs 22,500-3 1,500 crore). 

Some of the men responsible for 
those billion-dollar allocations would 
be familiar names in Indian market 
circles. Ruchir Sharma, Head (Global 
Emerging Markets), Morgan Stanley, 
is based in New York, from where 
he drives his firm's India allocations. 
Sanjiv Duggal till recently was Chief 
[Investment Officer (CIO) at HSBC 
AMC. He has since relocated to 
Singapore from where he oversees 
HSBC's India-dedicated funds. Duggal 
handles one of the largest India- 
dedicated offshore funds in the 
world, which boasts a corpus of 
$5.8 billion (Rs 26,100 crore). Says 
Duggal, Investment Director, HSBC 
Capital Market Management, 
Singapore: “The offshore fund pre- 
dominantly invests in large-cap 
stocks that are listed in India or der- 
ive substantial revenues from India 
operations." HSBC СІР top 10 India 


UMESH GOSWAMI 


New mandate: 
Andrew Honana 





PROOF OF 
THE PUDDING 


Merrill Lynch is putting its money 
where its mouth is. 


IT'S NO MORE MANAGING MONEY ONLY FOR 
investors. Merrill Lynch (ML) is so 
enamoured of the Indian market, it's 
putting together a separate team in 
Mumbai to invest its own balance 
sheet money on Dalal Street. Avers a 
senior official at ML, on the condi- 
tion of anonymity: "We are handling 
the India investments for Merrill 
Lynch's own money. We are still in 
process of a setting up a team." In 
December 2005, ML bought out its 
partner in its Indian JV, DSPML, 
Hemendra Kothari for $500 million 
(Rs 2,300 crore). Recently ML app- 
ointed Andrew Holland as the Head of 
the Strategic Risk Group in India (prior 
to that he was the Chief Administrative 
Officer and Executive Vice President- 
Research). Holland has the mandate 
to manage ML's own money in the 
Indian equity market. As on December 
2005, ML's investment in equities 
was nearly $10 billion (Rs 46,000 
crore), compared to $7.3 billion 
(Rs 32,850 crore) in 2004. "Unlike 
other offshore funds, we don't have 
the restriction of m-cap or sectors 
nor do we have to deploy money at 
one stretch. The challenge is to find 
new ideas out of the box that can be 
multi-baggers of tomorrow," says the 
ML official. The group's focus con- 
tinues to remain on the three pillars of 
India growth story: Consumptions, 
outsourcing and infrastructure. 
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INDIA IN THEIR SIGHTS 


Top 10 funds investing in Indian markets. 
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holdings aren’t unpredictable, with 
ONGC, HCL Tech, Maruti Udyog, 
Infosys, Hutchison Telecomm- 
unications—which derives nearly 
half of its revenues from its Indian 
operations—Mahindra & Mahindra, 
Grasim, Reliance Communications, 
ісісі Bank and Bharti Airtel mak- 
ing up that list. These 10 stocks acc- 
ount for 31.4 per cent of HSBC GIF's 
total corpus. “Тһе process and the 
philosophy of investment differs 
from region to region...For us any 
company whose market cap is over 
Rs 3,500 crore is a large-cap stock. 
We also invest up to 12.5 per cent in 
mid-cap and small-cap stocks.” 
Funds like the $2.1 billion 
(Rs 9,450 crore) Aberdeen Capital 
India Opportunities Fund, the 
$1 billion (Rs 4,500 crore) Morgan 
Stanley India Investment Fund and 
pws India Fund—managed by 
Thomas Gerhardt and Robert 
Kalin—also invest in familiar stocks. 
In Aberdeen’s case, ICICI Bank, 
Satyam, HDFC and Infosys account for 
34 per cent of the fund corpus. Yet 
that doesn’t stop the Luxembourg- 
based fund from betting on select 
mid-cap and small-cap stocks. It, for 
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instance, has stocks like Asian Paints, 
CMC, Aventis, Gujarat Gas, Paper 
Products, J&K Bank, ICICI, ING Vysya 
Bank and Godrej Consumer 
Products in its portfolio. Morgan 
Stanley India Investment Fund and 
pws India fund have 48 per cent 
and 52 per cent, respectively, inv- 
ested in their top 10 stocks. 

To a large extent, Fils are most 
comfortable investing in stocks they 
can recognise, which is why it isn't 
unusual to find a sprinkling of the 
Indian affiliates of global corpora- 
tions in their portfolios. As Rushabh 
Sheth, Managing Director, Karma 


WHERE THE FOREIGN 
BUCKS TRAVEL IN ASIA 
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Capital, who manages ЕП money as 
well as advises an offshore fund, 
puts it: “They globally know 
Unilever, Nestle and Siemens, which 
is why they initially invest in these 
known companies. However, once 
they get familiarised with our mar- 
ket, the money moves into mid- 
cap stocks." Adds U.R. Bhat, who 
manages Melchior India 
Opportunities Fund, a $73 million 
(Rs 328.5 crore) mid-cap fund: 
“New Fils, who have not had an 
exposure to [ndia, are now enter- 
ing the equity markets in a big 
way. They don't know India and 
thus are buying select index stocks 
and propelling the index.” Bhat 
adds that for a typical Fil, a mean- 
ingful allocation is perhaps as im- 
portant as finding the right com- 
pany, which is why large-cap stocks 
inevitably find favour. *On an ave- 
rage, a $1 billion fund will look to 
acquire 4-5 per cent of a com- 
pany's equity, which is not possible 
with a mid-cap or small-cap com- 
pany,” points out Bhat. 

Yet, what may be large-cap to 
most Indian investors won't figure 
in most Fils’ books as big stocks— 


remember that the m-cap of 
Indian markets still makes up 
just 1.5 per cent of that of 
all world markets. So, for ins- 
tance, Gujarat Ambuja 
Cement, ranked 38 in the m- 
cap rankings in India with a 
value of Rs 19,273 crore, fig- 
ures as a small-cap company 
in the portfolio of JF Eastern 
Smaller Companies Fund. 

Going forward, Fils have 
little choice but to move into 
the universe of mid-cap and 
small-cap shares, thanks to 
limits of FI holdings in certain 
sectors (for instance, in the 
state-run banking sector, the 
ЕП limit is 20 per cent, and in 
retail sector, it is 24 per cent). 
“We primarily invest in blue- 
chip stocks," says Kalin, 
Senior Fund Manager, DWS 
Investments. “However, in 
the near-term, we may inc- 
rease our weightage to mid- 
cap and small-cap stocks from 
the current 10-12 per cent to 15 per 
cent. But we will certainly not exc- 
eed that as the risk of exiting those 
counters is high." 

Apart from a direct entry into 
Indian stocks, Fils use participatory 
notes (P-notes, which are offshore 
derivative instruments issued against 
underlying securities) to mop up 
domestic equity. That's why pws 
Invest BRIC Plus Fund doesn't have 
a single stock in its top 10 hold- 
ings—despite having a 19.4 India 
weightage! “This is because we have 
bought the stocks through the 
P-notes route. We didn't want to 
miss the opportunity by being late. 
Therefore, before we could get the 
ЕП licence, we started buying 
through the P-notes. However, in 
the coming days, we will convert the 
P-notes to local shares," says Kalin. 
SEBI, for its part, has been busy 
approving Fils, registering one al- 
most every second day. Since May 
11, the market regulator has regis- 
tered 84 new Fils. 





Based in New York, Sharma drives his 
firm's India allocations 
Ruchir Sharma/ Head (Global Emerging Markets)/ Morgan Stanley 


Whilst Fils are perceived to be 
long-term players—and most of 
them may well be that—there could 
be more than a few whose outlook 
is notoriously short-term. At any 
given point, nearly 30-40 per cent 
of the Fil money is hot money, 
which bears higher risk than the 
long-term money, says 
Krishnakumar Karva, Mp, Emkay 
Shares & Stock Brokers. “Servicing 
a domestic mutual fund or an Fil 
is no different. However, you have 
to keep in mind their mandate bef- 
ore advising them. There are Fils 
who only trade in derivatives and 
some who only take short positions 
in the derivatives market. For these 
Flls, even a marginal (short-term) 
return is good enough," adds Karva. 
From the ЕП$” point of view; a 
perennial complaint is the absence 
of market depth. There may be 
over 200 companies across sectors 
with a $1 billion market cap, but 
many of them are illiquid. “Even in 
counters like Pantaloon, if you have 
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to pick 1 per cent the 
overall transaction cost is 
so high that you eventually 
end up acquiring the stock 
10 per cent higher than 
the original price," says 
Sheth. Small wonder then 
that investors like Kalin 
say that, more than market 
cap, what they look for is 
liquidity. “Stocks like 
Container Corporation 
and HDFC are large-caps, 
but are illiquid counters. 
I only invest in stocks 
which have an average 
daily turnover of €1.5 mil- 
lion (Rs 8.85 crore). This 
makes our entry and exit 
very smooth," says Kalin. 
However, he is not averse 
to picking illiquid stocks 
that show long-term prom- 
ise. “If we identify a stock 
that has a three-year 
growth story, we don't 
mind picking illiquid 
stocks. In such a case, we go in for 
a block deal," adds Kalin. 

If you're one of those fearing 
an Fil pullout, what with the Sensex 
hovering around 14,000 and look- 
ing overvalued, your fears may be 
exaggerated. Duggal admits that 
*at current levels, we are cautious." 
And Mark Mobius, Mp, Templeton 
Asset Management, Singapore, says: 
“We find Russian and Brazilian 
stocks more attractive." But it may 
not take too long for India to find 
favour with Mobius once again. 
Kalin for his part is already looking 
ahead two years down the line. 
“Stocks still look cheap on earn- 
ings growth of 2009," he says. 
Indeed the aura of India as one of 
the most attractive destinations for 
Fis inflows is still intact. Says Ajay 
Bagga, CEO, Lotus AMC: "We are 
seeing money flowing out of non- 
performing economies and coming 
into fast growing economies like 
India." The Fils party оп Dalal Street 
appears here to stay. Ш 
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The Indo-US N-deal is done, and US companies are busy casing out 
the Indian market. The obvious attraction: a potentially Rs 40,000- 
crore plus opportunity. BALAJI CHANDRAMOULI 


A LARGE 250-МЕМ- 
ber delegation of 
US business exec- 
utives landed in 
Mumbai in the 
last week of 
November. Apart 
from the unusually large size of the 
delegation, what was interesting 
was its composition—it included 
representatives of about a dozen 
companies that are present in the 
nuclear sector—like GE Energy, 
Thorium Power, BMX Technologies 
(BMXT) and ConverDyn. The high- 


118 BUSINESS TODAY DECEMBER 31 


2006 


level us delegation met the domes- 
tic industry to sniff at potential 
opportunities in the nuclear power 
generation business that, on a con- 
servative scale, will be worth more 
than $9 billion (Rs 40,500 crore) 
over the next five years. “We are 
excited about the opportunities as 
they unfold," says Ron Somers, 
President, Indo-us Chamber of 
Commerce, who was here to herd 
the 25-strong nuclear industry team 
from the Us. Somers is not new to 
India or the power business—he 
headed the controversial 1,000 MW 


Cogentrix fast track power project 
close to a decade ago. 

The visit was timely; the us leg- 
islature is in the process of approving 
legal amendments that will lift the 
three-decade long ban on sale of 
civilian nuclear equipment and fuel to 
India. As India returns from nuclear 
exile, are there others who will em- 
brace it? How will the nuclear power 
business play out? What do the 
global players have to say and how is 
the domestic industry shaping up? 

Interestingly, nuclear power 
industry in the us has not added a 


The 540 MW nuclear 
power plant at Tarapore 





single megawatt of power capacity 
over the last quarter century on its 
home soil. “We have done most of 
our business out of Japan but have 
ensured that we maintain our tech- 
nological edge over the last decade,” 
says Andrew White, CEO of GE 
Energy's nuclear business. For oth- 
ers, like the $4-billion (Rs 18,000- 
crore) BMX Technologies, partici- 
pation in classified Us nuclear pro- 
grammes gives it the edge. 
"Participation in military pro- 
grammes has enabled us to hone 
our technical skills," says Craig 
Hansen, Vice President (Washington 
Operations), BMXT. 


Invitation to the Club 


It has been a bootlegger's existence 
since 1975, when India first 
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exploded a nuclear bomb and refused 
to surrender its new found power. 
For, in the same year, a Nuclear 
Supplier Group (NSG) was formed 
in London (hence, the name, London 
Club) that shut the doors on India. 
Consequently, the fuel tap for the 
power plants (3,900 MW costing 
around Rs 35,000 crore) went dry 
and the country was left to the good- 
will of nations like China and Russia 
that had not then signed the treaty to 
keep these plants running. 

Now, the us is lifting the 
apartheid and plans to allow its 
industry to sell civilian nuclear 
wares to India as a first step. And, 
as a second step, it will lobby with 
the 45-member London Club to 
allow laissez faire. 

Now, the us industry is here in 
India to net the first mover 
advantage. "We have met several 
companies, including power devel- 
opers like National Thermal Power 
Corporation. We are looking for 
strong partners with credible track 
records," says Ganpat Mani, Senior 
Vice President, ConverDyn, which 
recycles spent fuel. 

While us interest is on the rise, 
the pace of business deals will be 
determined by another legislative 
move—one that allows private own- 
ership of nuclear plants in India. 
According to industry officials, the 
entire process could take up to а 
vear-and-a-half. Consequently, 
domestic companies like Tata Power 
and Reliance Energy are only 
exploring opportunities at this point 
in time. Says GMR Senior Vice 
President Avinash Shah: “We are 
talking to the global industry and 
exploring the possibilities of setting 
up nuclear plants in the country." 

Project developers are obviously 
upbeat about the opportunities, but 
so are equipment makers like Larsen 
& Toubro (L&T). This is endorsed 
by several Us majors. Says Hansen, 
whose company has already done 
business in the country with 
Thermax: *The Indian industry has 


Bang for your Buck 
Nuclear power 
some minuses, too. 


Where Nuke Power Scores 


Low volatility on account of fluctuations in fuel 


prices 
No greenhouse gas emissions 


Provides energy security in times of high oil and 


coal prices 


Uncertain decommissioning cost and lack of 
facilities for secure disposal of waste 


For every 10% rise in fuel cost, tariff will rise by 
595. since fuel constitutes around 50% of tariff 
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"Indian industry has substan- 
tive resource capability in the 
specialty steel manufacturing" 
Craig Hansen, 

VP (Washington Operations), BMXT 


substantive resource capabilities, 
especially in the specialty steel man- 
ufacturing business." Adds Timothy 
L. Richards, Director, International 
Energy Policy, GE Energy: *This 
visit has allowed us tech compa- 
nies to engage with prospective 
business partners and customers 
here in India." 


Nuke the Winner 


The increasing popularity of nuclear 


Chinese Chequers 





“The early rollout of regula- 
tions is key to private sector 
participation" 

Rajendra Srivastava, 

General Delegate, EDF 


power globally can be partially 
attributed to the rising costs of 
alternate fuels. Gas and coal prices 
have hardened like never before 
and equipment costs have not eased. 
But unlike other power generation 
fuels that hardly undergo any treat- 
ment before use, nuclear fuel has to 
go through several stages of pro- 
cessing. Little wonder then that the 
cost of raw material is a mere 10 per 
cent of the total fuel cost. As much 


t's nearly a repeat of the oil story. China's appetite for nuclear power, at 

10,000 MW, has driven up uranium prices from $10 per pound (Rs 480) 
in 2002 to around $62 (Rs 2,790) per pound now. Besides, China is 
developing industrial manufacturing capability to sell equipment at a later 
point of time. Uranium ore, per se, constitutes less than 2 per cent of power 
tariff; so India has little to fear on this count. On the equipment side, 
reliability and track record may work against the Chinese. 


M&A Season is on 


ith the nuclear power business gaining ground across the world, the 

equipment industry has begun the consolidation process. Early this 
month, General Electric Company and Hitachi formed a global alliance to 
bid for equipment supply. Prior to that, electronics major Toshiba Corporation 
bought out Westinghouse Electric Corporation’s nuclear business. All in aid 
of quenching the globe's power thirst at the lowest price. 
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"We are excited about the 
opportunities as they unfold 
Ron Somers, 

President, Indo-US Chamber of 
Commerce 


” 


as 60 per cent of fuel cost goes to- 
wards enriching the fuel and an- 
other 30 per cent is spent on fuel 
fabrication (milled from uranium 
ore and rolled into pellets and rods 
that find their way to the reactor). 
More importantly, fuel cost is a 
mere 15 per cent of total tariff, 
even at the prevailing rates of $62 
(Rs 2,790) per pound (See Bang for 
your Buck). This is a major asset in 
times of oil and gas price volatility. 

But India has not been able to 
take advantage of this due to the 
nuclear apartheid that it has been 
subjected to over the last three 
decades. Result: the country's 
nuclear energy capacity is 3,900 
MW, a minuscule 3 per cent of its 
installed power generation capacity. 
The government plans to add 
another 6,000 MW capacity over 
the next 10 years. There is, how- 
ever, the possibility that capacity 
additions by the private sector will 
result in this figure being overshot. 
Says V. Raghuraman, Principal 
Advisor, cii: "The government 
needs to quickly amend the Atomic 
Energy Act, 1962, to hasten the 
pace of private participation in the 
sector." Agrees Rajendra Srivastava, 
General Delegate, EDF: “The early 
rollout of regulations is key to 
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1 per cent of the world's uranium reserves are cattered in very small quantities around the world. 
private sector participation." 


Safety versus Economics 
The scars of a nuclear accident leave 
a deep imprint on society. А few 
years after India was barred from 
accessing nuclear material, The 
Three Mile Island (a nuclear power 
plant) accident in 1978 brought an 
end to the capacity addition pro- 
gramme in the Us. 

The re-emergence of nuclear 
power as an acceptable energy 
source has as much to do with the 
redressal of safety issues as with 
the cost of abating carbon emis- 
sions. In a deposition before the us 
Senate in September this year, 


"We are exploring the possi- Assistant Secretary for Nuclear 
bilties of setting up nuclear Energy, Dennis Spurgeon said: 


“Nuclear technology is the only 





plants in the country” one currently available that is 
Avinash Shah, capable of delivering large amounts 
Senior Vice President, GMR of power without producing emis- 


The Power of the Atom 


truckload of nuclear fuel can power a city like Nagpur for an entire year. 

To do the same using coal-fired power will require as many as 730 
truckloads or two train loads of coal every day. In short, 2 tonnes of nuclear 
fuel equals 2 million tonnes of coal. Besides, power turbines last 60 
years against 30 years in the case of coal-fired plants and 15 in the case 
of gas fired plants. On the operational side, however, nuclear stations are 
as fragile as cotton. They “trip” at the slightest provocation, like a distur- 
bance in the grid. Since electricity flows like water (by displacement), any 
‘unscheduled intervention causes a ripple—enough for the nuke plant to trip. 











sions. US nuclear power plants dis- 
place millions of tonnes of carbon 
emissions each year.” 

But the development of a 
vibrant nuclear energy industry 
depends critically on not only 
addressing the safety issues but 
also on clearly defining who picks 
up the tab in case of an accident. 
“No private company will buy the 
entire accident insurance for a nu- 
clear plant. A sovereign cover is 
essential depending on the plant ca- 
pacity,” says Omer Brown II, 
Attorney, Harmon, Wilmot and 
Brown, LLP, a firm representing 
several nuclear operators in the 
us. “The global practice is that the 
country concerned provides an in- 
surance cover of up to $450 mil- 
lion (Rs 2,025 crore).” Will India 
blink on this count? That remains 
to be seen, but it will add to power 
costs. Interestingly, China offers 
an insurance of less than $50 mil- 
lion (Rs 225 crore), industry offi- 
cials point out. 

The opportunity, clearly, is 
huge. The global nuclear scenario, 
from India’s perspective, is better 
than it was anytime in the past. 
And private players, both Indian 
and foreign, seem eager to move in. 
It’s now up to the government to 
deliver sensible regulations to 
unlock this potential. m 

ADDITIONAL REPORTING BY 
AMAN MALIK 
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They may lack the aura of a Citi 
or an HSBC (at least in India), 


but for a clutch of global banking 


majors, an India sojourn may 
have only just begun. 


ANAND ADHIKARI 


FTER OVER TWO DECADES IN INDIA, IN 2002 
Deutsche Bank of Germany quietly folded 
its single-branch Indian retail banking ope- 
ration. Around the samé time, French Bank 
BNP Paribas was hogging the headlines in 
India for retrenching hundreds of employees at its 
retail banking division. These two events in early 2000 
flashed a cautionary message to international bankers 
to go slow on India. But little did they realise that a 
dramatic turnaround was in store, which forced 
Deutsche Bank to re-launch its India retail banking ope- 
rations in India in October 2005. 

In the same month, BNP Paribas too returned with 
a 49.9 per cent stake in Sundaram Asset Management 
Company. Just two months back, BNP inked a deal 
with south-based Geojit Securities Ltd for a 33.3 per 
cent equity stake. BNP is still scouting for more such opp- 
ortunities. Perhaps the duo had earlier 
misjudged the retail boom in India or 
the thought of finding alternative 
growth avenues (other than by bring- 
ing in foreign direct investment or by 
setting up branches, both of which 
are restricted) never occurred to them. 

Deutsche and BNP Paribas aren't 
the only foreign banks that limited 
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Opportunities are 
Immense in 
corporate banking, 
retail banking and 
„општег finance, 


ССО. Societe Generale Bank 


“India IS a long-term story for us. It's not a five 
year business, but a 25-yr one or even more 


SOUMIK KAR 





their presence and remained virtually mute specta- 
tors in India, even as the big boys like Citi, Standard 
Chartered and HsBC went about consolidating their pres- 
ence. Call them the second rung of foreign banks in 
India—although they're powerhouses in their own 
right on the global stage—but along with Deutsche and 
BNP, banks like Societe Generale (SG), DBS Barclays and 
Bank of Nova Scotia are finally stirring up on domestic 
shores, after years of a truncated, tentative India pres- 
ence. And joining them in their quest for a large Indian 
footprint are new entrants like Macquarie Bank of 
Australia. The opportunities are manifold, beginning 
right with corporate banking, and small & medium ent- 
erprises (SMES), to retail banking and consumer finance 
via non-banking finance companies (NBFCS), to wealth 
management, asset management and investment bank- 
ing. Much of the action in these spaces is taking place 
via the inorganic route. 

The heightened level of interest 
can be gauged from the number of 
global bank СЕО visits to India. Daniel 
Bouton, Chairman of the France-head- 
quartered SG (the same bank that was 
one of the advisors to L.N. Mittal in 
the Arcelor buyout), was in India in 
November-end, along with a dozen 





SAMIR BHATIA MD, Barclays India 


“We will leverage our existing India relationships 
as well as our global relationships with MNCs 


of his senior management team. Never in the history of 
sG has such a high-level delegation spent a week in a sin- 
gle country. Says Eric Dhoste, Chief Country Officer 
(India) at SG, who is just three months young in India: 
“The capital invested in India is a token money. As we 
expand and regulation allows branch expansion, we will 
put in more money.” Ditto for the rest of the foreign 
bank pack, which has signed small cheques and remains 
happy with fledgling operations. “India is a long-term 
story for us. It’s not five-year business, but a 25-year one 
or even more,” adds Dhoste, echoing the sentiment of 
the foreign banking community. In March, Macquarie 
launched its Indian operations at the hands of none 
other than Australian Prime Minister John Howard, 









CASH BACK: 


So, what will 
Assured 1% Cash Back you buy today? 


PRANAM WAHI Country Head, DBS 


“The NBFC business has been expanded to be- 
come our vehicle for consumer finance in India 


UMESH GOSWAMI 





who was in India on an official visit. Steve Waugh, 
former Australian cricket captain, also added to the 
glamour (Waugh is ambassador for Macquarie’s 
banking and property group). 


Acquisitions and Alliances 

The strategy for the Indian B-team of foreign banks is to 
scale up operations organically and look for alliance opp- 
ortunities wherever possible, in the arenas of NBFCs, asset 
management, broking and insurance. “Our aspiration 15 
to become a material commercial bank in India,” says 
Pranam Wahi, Chief Executive Officer at DBs, which is 
the largest Singapore bank. Last June, DBS acquired a 
37.5 per cent equity stake in Cholamandalam Investment 
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READYING TO MAKE A SPLASH 


FOREIGN ENTITY 


Societe Generale 
Bank 


GLOBAL FOOTPRINT 


- One of the largest financial services 
groups in Euro Zone. Retail Banking 
has 21 million customers. Global 
Investment Management services 
manages €411 billion; also in 

. corporate and investment bankir Doi 


Headquartered in Australia, | in Australia, 
. Macquarie offers investment - 
banking, advisory services, 
. commodities and property services 


U-headquartered financial services 
group with a global customer base 
of 25 million. The group specialises 

in investment banking, credit cards, 

. with 5.3 million customers, and asset 

. management with assets 4 $1. Strilion | 


‘Singapore's largest bank is the | 
fifth largest in the world. It offers | 


an entire gamut of financial 
services in over a dozen markets _ 


France’s BNP Paribas is a j 

European leader in banking and 

financial services. It ranks amongst 

the world's top 15 banks by market 
Capitalisation and total assets — 
Bank of Nova Scotia Canada's Bank of Nova Scotia is one of 
North America's major financial 
institutions with 10 million customers 
spread over 50 countries. The bank 
has $365 billion in assets 
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& Finance Company, which operates from 120 loca- 
tions. In one stroke, DBS also gained access to three other 
Chola subsidiaries with interests in asset management, 
retail broking and third-party distribution of financial 
products. *We expanded the NBFC business from solely 
a truck financer to pure consumer loans. That's our veh- 
icle for consumer finance in India," says Wahi, who came 
on board just two-and-half-years back from HSBC, where 
he worked for over two decades. pgs has put itself on a 
platform, which can be scaled up very fast as soon as it 
gets fresh licences. “It’s a mix of opportunities within the 
banking platform coupled with our partnership with 
Chola for consumer finance," says Wahi, whose bank has 
two branches in Delhi and Mumbai with 200 people. 
Apart from corporate banking and consumer finance, 
DBS' immediate new priorities in India include building 
a wealth management business for the mass affluent and 
a custody business (where it is looking at capitalising on 


126 BUSINESS TODAY DECEMBER 31 2006 


INDIA FOOTPRINT 


ive stme int ba 


— E EA REAY P йоу: 2 
o d n ST tutiona rie ү A | 
2 We T AM - VS LA 





COUNTRY HEAD 


Eric Dhoste, Chief | 


- Country Officer, кеш M^ 
moved in from Australia 


— ши 


М 25 " nb e <ә а өй лақай а. - f T 
i antinî — ЧП or TINA! 
% СІР ПЛАН ^; АЛТ ПЕ | " 
| i i ч I ( ' 
ы тб ыытыы АЛЫ ТЫ 
% 





Varun Bajpai, formerly | 
with Deutsche Bank, | 
has been roped in as MD 
(Co е Finance). | 4 
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its Asian linkages). 

Barclays, which is the UK's largest bank, has trained 
its sights on corporate and commercial banking. It 
has poached Samir Bhatia from the second largest pri- 
vate sector bank, HpFc Bank, where Bhatia was head- 
ing the corporate banking portfolio. Barclays is now 
spreading its wings in areas like SMEs, supply chain man- 
agement, structured trade finance, asset finance and cash 
management. Bhatia, MD (International Retail and 
Commercial Banking), Barclays Bank, says: *We have 
a huge pool of existing relationships in India. We will 
also leverage on the strength of our global relationships 
with multinationals. This, combined with a strong re- 
lationship of our corporate banking team, will help in 
building a strong business in India." Barclays has already 
announced an investment of $150 million (Rs 675 
crore) for expanding in investment banking, and a 
further $70 million (Rs 315 crore) for its corporate and 


commercial banking business. Keeping 
financial inclusion in mind, *the bank 
is building a robust agri-business 
model," says Bhatia who has set up a 
team of 77 people in just six months. 
Bhatia reveals that the retail banking 
rollout will happen by the first quar- 


NBFCs, stakes in 
asset management 
and equity broking 
are entry points for 

foreign banks 


Canadian Bank of Nova Scotia is 
yet another international bank looking to 
expand its Indian footprint. The bank, 
known for wholesale trading of gold, has 
just witnessed a turnaround in 2006 
from a loss of Rs 12 crore in 2005 to a 
profit of Rs 32 crore (see How They 


ter of next year. 

Amongst the B-team pack, 
Barclay's balance sheet appears the healthiest. Profits 
have almost doubled in 2006 from Rs 62 crore to 
Rs 122 crore. What's more, the net profit of Barclays 
is more than that of many new generation private sec- 
tor banks like Kotak Mahindra Bank, IndusInd Bank 
and ҮЕ$ Bank. It's the possibility of such rapid growth 
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Stack Up in India). The bank, which 
has been around for over two decades in 
India, now plans to approach the Reserve Bank for 
more licences to expand its retail, especially marketing 
of gold, as well as corporate banking operations. 

The newest entrant, Macquarie, is testing Indian 
waters with an investment banking and equity sales arm. 
The banking foray may follow if the two new ventures 
deliver. “There is a huge opportunity 
in the M&A space and in the funds 
segment which is fast developing in 
India,” says Varun Bajpai, Managing 
Director (Corporate Finance) at 


RETURN ON 
ASSETS О 


Barclays Bank 361 1,878 22.92 122 9.64 Macquarie India. Macquarie is eye- 
BNP Paribas 184 3,33 1161 19 055 іпв the big-ticket real estate and 
Societe Generale 943 1,812 374 17 115 — infrastructure sectors. 

Bank of Nova Scotia 2,355 3,701. 13.71 32 86%. 7: Clearly, the NBFC route along 
Development Bank 1452 3176 3133 16 0.73 with stakes in asset management 
of Singapore D oh AN and broking arms is emerging as a 
All figures for 2006 Source. ig) — scalable model for foreign banks. At 


that’s prompted sG, which has traditionally been a 
corporate banking player in India, to eye the lucrative 
consumer finance business. “We need to build a brand 
first. Retail is a proximity business. You need critical 
mass,” believes Dhoste. That’s why the French bank has 
bought 75 per cent along with its partner Burman of 
Dabur in the Kolkota-headquartered Apeejay Finance, 
a 13-year-old NBFC. “We will also be increasing our foot- 
print in businesses like structured finance, insurance, 
asset management, consumer lending and derivatives,” 
adds Dhoste. sG also has a 300-seater BPO operation in 
Bangalore as well as a car fleet leasing business in 
India, both of which are in expansion mode. 


least for the time being. If the 

Central Bank does allow foreign 
banks to buy into their Indian counter-parts post- 
2008—according to a roadmap outlined—the ball 
game will change and the B-team will be better 
placed to take on the Citis and HSBCs of India by tak- 
ing over under-capitalised Indian banks (and there are 
quite a few of them). They may be small today in 
India, but don’t underestimate their global finan- 
cial muscle. sG, for instance, recently made a bid 
for one of the China’s largest banks, Guangdong 
Bank (Citi eventually bagged it). And Macquarie is in 
the news for making a takeover bid for Qantas 
Airways. Come 2009, the Indian B-team may find its- 
elf in the thick of similar action. 8 
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AHOO INDIA S SCREAMING 
billboards remind any- 


body who hasn't woken India represents the fastest growing mobile 
up to the fact that the market in the world. 


internet in India is com- COUNTRY — POPULATION ма EXISTING MOBILE WÉ NEW CAGR 
ing soon to a mobile phone near ! BASE Qo ғ” 


you. Several concurrent trends sug- 


gest that this is not wishful thinking. US 300 million 225m l6m 9% 
Data from the second quarter of 


sales currently exceed РС sales by a 


2006 indicates that mobile phone China 1.35 billion 443.2m 50.2m 11% 
factor of 14! The disparity is greater : ] billior 1 3 бі 1٥ 


in the rural areas, home to 71 per 
cent of the population. In Septe- "September 2006 ** Added in the nine months to September 
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for Spectrum 


There are seven mobile phone operators vying for five 3G slots being 
vacated by the armed forces. So, how should the spectrum be priced? 
RAVI BAPNA and ARUN SUNDARARAJAN believe that ‘bundle auctions’ 

and subsidies for subsequent roll out are the way to go. 


mber 2006 alone, more 
than 6 million new mo- 
bile subscribers joined one 
of the seven licenced op- 
erators, taking the mo- 
bile user base past the 120 
million mark. Contrast 
this with a total of less 
than 8 million wireline 
internet subscribers, sug- 
gested by the June 2006 
data from TRAI. А PC sold 
in India isn't always con- 
nected to the internet, 
while all mobile devices 
have basic data messag- 
ing capabilities, and not 
surprisingly, the same re- 
port also suggests in- 
creasing congestion lev- 
els on mobile networks. 
Together with a rapidly 
expanding economy, and 
an increasingly active con- 
sumer society, the ele- 
ments are ripe for a forth- 
coming mobile-based in- 
ternet revolution. 

Yet, much of this fu- 
ture depends on some key 
policy decisions that are 
currently on the desk of 
Department of Telec- 
ommunications (DoT). 


Foremost, as India gears up to un- 
dertake the most ambitious expan- 
sion of its mobile infrastructure yet, 
it is critical that the right companies 








Mobile Mania 
In less than five years, mobile subscriptions have risen 10-fold. 
Dec. '00 3.1 n.a. 
Dec. '01 8 547 0.03 .. 5,50 
Dec. 02 MEN 10.48 016 10.7 
Dec. ы. 21.99 6.18 28.2 
бес. 0 MEN 37.37 9.99 480 
Dec. TACT | 15.90 
Sept Oo Wawa ЛЕНЕ ЕП 175: 


mE GSM NEN COMA 
* The total figure may vary a little from the combined GSM-CDMA numbers in million 


The Stack-up 


Bharti is the market leader, followed by Reliance Communications. 
TOTAL NUMBER OF SUBSCRIBERS: 129.5 million 



















MTNL (GSM) 1.8 (2.32) —— BPL 0.81 (1.04) 
Tata Teleservices MTNL (CDMA) 
7.21 (9.3) 0.09 (0.12) 
IDEA 8.49 —— 

(10.9) Bharti ^d 
Shyam Telelink х 
0.02 (0.03) (28.6) 
Hutchison Essar Reliance 
16.45 (21.2) Communication 
Spice 1.75 (2.2) 18.6 (24) 
Reliance Telecom 

2 46 (3.1) HFCL 0.05 (0.06) 
Aircel 3.1 —— BSNL (GSM) 
(4.0) 17.05 (22) 


Figures in bold are market share in per cent; and figures in brackets are numbers in million 


are allocated the spectrum necessary 
to: (a) accommodate the projected 
staggering growth in mobile usage; 
and (b) roll out the advanced high- 


DECEMBER 31 
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speed wireless technolo- 
gies that will form the 
backbone for mobile elec- 
tronic commerce in the 
near future. While much 
of the debate is being car- 
ried out under the banner 
of spectrum allocation for 
high bandwidth “3G” 
services, its context is 
larger and the policy im- 
plications are wider. 

It is useful to begin by 
establishing that the spec- 
trum in question, a cer- 
tain electromagnetic 
chunk of the air above 
us, is a scarce resource, 
and one that belongs to 
the public at large. Cell- 
ular operators need ac- 
cess to this spectrum to 
carry voice and data over 
their networks, and com- 
panies around the world 
have paid a range of 
prices, from zero in coun- 
tries such as Luxembourg 
and the Czech Republic, 
to $87.5 million in 
Slovenia, all the way up 
to $34 billion for five li- 
cences in the UK. How- 
ever, it is important to 


realise that to roll out a new gener- 
ation of mobile services, spectrum is 
necessary but not sufficient. The 
realised value of this public resource 
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Large But Cheap 


Average revenue per user has been steadily coming down. 
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Figures in Rs ШЕ GSM [e СОМА 





апа whether the promise of 3G to 
the common man will be fulfilled 
also depends on the extent of in- 
frastructure and equipment de- 
ployment to follow. The true ca- 
pacity of 3G depends on not just the 
frequency of spectrum, but on the 
extent of massive capital invest- 
ments in infrastructure (for instance, 
the density of base stations) that 
companies choose. Further, better 
infrastructure implies more band- 
width and greater coverage, which, 
in turn, provides a richer infra- 
structure for mobile commerce. 
This is important because whether 
the upcoming allocation of spec- 
trum translates into the ability of a 
Mumbaikar to watch a streamed 
Bollywood classic on the long 










Source: TRAI, COA, AUSPI 


commuter train ride 
home, or the ability of a 
rural farmer to get cus- 
tomised instructional 

help on nurturing the latest fruit 
varietals given his micro-climate, or 
an enterprise capability to seam- 
lessly string together a mobile video- 
conference on the fly also depends 
on subsequent entrepreneurial ac- 
tivity in mobile application and com- 
mercial development. 

To summarise, the value propo- 
sition of 3G lies in making the 
spectrum available efficiently, en- 
suring adequate subsequent infra- 
structure roll-out and providing 
the right incentives for innovation 
in providing the content and com- 
merce that will follow. 





Tata Tele's Ratan Tata: He has put a price of Rs 1,500 crore for 3G spectrum 
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Allocating 3G 
Spectrum 
Given that we have up to 
seven operators vying for 
five 3G slots that are be- 
| ing vacated by the 

Defence, a well-designed 
| lump-sum fee spectrum 
| auction is an effective 
way of identifying the 

most capable compa- 
nies. Yes, an auction is 
clearly better than a 
"beauty contest" in 
which allocation de- 
cisions can often be flawed 
because of politics or an incomplete 
understanding of the true capabilities 
of the contenders. However, it is 
equally important that we utilise 
the current state-of-the art in spec- 
trum auction and mechanism de- 
sign. This includes allowing for bid- 
ders to use so called *bundle bids" to 
express complementarities in their 
valuations for getting, say, an ex- 
tended urban area or a certain con- 
tiguous region to derive economies 
of scale. Under such a scheme, bid- 
ders could jointly bid for, say, Delhi 
and Punjab and Haryana, or sub- 
mit a bid that reflects synergies in the 
market for Mumbai and 
Maharashtra. These synergies are 
natural if one factors in the ability to 
share marketing and customer serv- 
ice infrastructure and reduce roam- 
ing charges to subscribers. While 
bundle auctions are mathematically 
complex, significant recent advances 
have been made in reducing the 
computational burden of such auc- 
tions. For instance, the Adomavicius 
and Gupta combinatorial auction 
from the University of Minnesota 
presents a user-friendly and real- 
time English auction-like version of 
such a mechanism. 

It is also worth noting that 
India's mobile market is brutally 
competitive, and the desire to win 
will likely cause companies to over- 
bid for their licences. This is risky, 
because the winning firms may end 
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up saddled with excessive debt and 
an inability to raise the capital 
needed to profitably build out their 
infrastructure. This in turn will hurt 
the evolution of mobile commerce 
in the country. 

Keeping in mind the need for 
rapid infrastructure buildout fol- 
lowing the allocation of spectrum, 
we recommend that the licence rev- 
enues be utilised to subsidise the 
future deployment of infrastruc- 
ture. This can be achieved by pro- 
viding the winning firms infra- 
structure buildout subsidies that are 
proportionate to their winning bids 


and their subsequent on-the-ground 
activity. This will favour those com- 
panies that have the desire, capa- 
bility, capital and plans to deploy the 
best infrastructure possible over 
ones who bid a lot for spectrum 
and then don't build out sufficiently. 
True, this could inflate spectrum 
bids, since companies will adjust 
for getting back some of their bid as 
a subsidy. But this is not necessarily 
a bad thing, because it aligns private 
and social incentives, by committing 
the winning companies to putting in 
future infrastructure. The key idea 
is that once the spectrum is won, the 


cost of winning the bid is sunk, and 
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the subsidy gives companies steeper 
returns from infrastructure deploy- 
ment, which increases their incentive 
to do so, and accelerates both the 
pace and quality of the backbone for 


mobile ecommerce. 


Will the Indian Mobile 
Net be Neutral? 


In case you are wondering why 
the subsidy should be given to the 
operators and not, say, to the fu- 
ture content and commerce 
providers, you are onto something 
fundamental. A passionate debate 
along similar lines is now under 





Mobile mania: Wireless telephony is all the rage 


way in the US, under the banner of 
"net neutrality". Should an 15Р be 
allowed to charge you higher rates 
for visiting Google rather than 
Yahoo? Is it in the spirit of the 
net to start looking inside data 
packets to ascertain where a packet 
is going, or what application it 
belongs to? Should a VOIP packet at 
a given router be preferred over a 
WW packet, or priced differently? 
Should a minority inner-city 
neighbourhood be given the 
proverbial bypass on the informa- 
tion superhighway? 

Once the spectrum is won, and 
sufficient infrastructure is put in 


place, it is reasonable to assume 
that carriers will need to do what 
they can to recoup their investment 
and maximise their rate of return. 
They will be tempted to translate 
their control over the channel into 
discriminating in favour of content 
providers who are either owned by 
them, or who pay them better li- 
cencing fees in exchange for access. 
This reduces the incentives of in- 
dependent content providers to in- 
novate, because of what economists 
call a threat of *holdup", and a fear 
that they will not get enough re- 
turns on their innovation because 
the infrastructure provider will ex- 
tract disproportionate economic 
rents. А similar story played out for 
a long time in the past with long 
distance telephony in the us, where 
the local access provider charged 
the long-distance providers a hefty 
percentage per minute. Currently, 
the wireline Net is neutral in the 
US, and the debate isn't likely to 
end soon. The key lesson for us 
in India is that we have to be care- 
ful not to commit to policy that 
gives the infrastructure owners 
too much power, since they could 
strangle future innovation in con- 
tent, commerce and application 
development. But yet, they have 
to have enough skin in the game 
to feel comfortable spending bil- 
lions on the spectrum and infra- 
structure so that the content and 
commerce emerges. 

All told, there is a delicate bal- 
ance to be struck, one that calls for 
a national debate and the use of 
global thought leadership. The future 


of e-commerce in India rests on it. 8 





(Ravi Bapna is faculty member at the 
Indian School of Business and is the 
Executive Director of the Centre for 
ІТ and the Networked Economy. 
Arun Sundararajan is a faculty mem- 
ber at NYU's Stern Scbool of Business 
and Director of the rr Economics 
track at NYU's Centre for Digital 
Economry Research) 
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Adlabs is the ‘Retailer of the Year’ in the Entertainment 


ADLABS 


Category at the Reid & Taylor Awards for Retail Excellence. Naveta CGH memet 


And of course, you were the motivation behind our efforts. 
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RICH STAMMINGER, 45, 

bas spent 23 out of 

24 years of bis profes- 

sional career with 

adidas, the second- 
largest global sports and apparel 
company. He was appointed to 
the Executive Board of the com- 
pany in 1997 and since 2000, he 
has been the Board Member for 
Global Marketing. Stamminger is 
credited with the transformation 
of adidas into a truly global 
sports brand in the past one 
decade. No wonder, early this 
year, when he was appointed 
the President and CEO of the 
adidas brand, Herbert Hainer, 
the Chairman and the CEO of 
adidas AG, commented that 
“there was no other person in 
the world who had a better and 
deeper understanding of the 
adidas brand”. On bis first-ever 
visit to India, Stamminger, along 
with Asia-Pacific and India 
heads, Christophe Bezu and 
Andreas Gellner, respectively, 
met BT's R. Sridharan and 
Archna Shukla and discussed 
adidas’ marketing and brand 
strategy for smaller markets like 
India, growth plans for Asia and 
Reebok, the other big sports and 
lifestyle brand that adidas acq- 
uired last year. Excerpts: 


If one takes out the Reebok acquisi- 
tion, growth for adidas has been 
modest over the last five years. 

Experience shows that it makes 
much more sense to grow con- 
sistently and to build a solid foun- 
dation rather than going up and 
down. When I moved to the us 
three years ago to take charge of 
the market, І decided not to push 
the business but to consolidate 
it. | decided that we would look 
at growing in solid double digits 
on a consistent basis instead of 
looking for brief spikes. And this 
has been the overall strategy for 
growth of the adidas brand. 


bt 60 minutes 


Are you saying that for you profitability 
is more important than market share? 
Definitely. We are the leading global 
sports and apparel company in the 
world and, of course, we aim to be 
the #1 player in each and every 
market and segment that we are 


Marketing and communication is 
paramount for a lifestyle brand 
like ours. For instance, in 2002, 
we made heavy marketing invest- 
ments in Asia, mainly Korea and 
Japan and the result was that we 
soon became market leaders in 





confuse it as an American brand. 
Whereas in the us, there is higher 
brand consciousness. Then, we have 
had an excellent management in 
Asia in the last 5-10 years, which 
also had a voice in the global dev- 
elopment team. We have our design 
centres in markets like Japan, Korea 
and Hong Kong and are building a 
new centre in Shanghai. We are 
developing new products in Asian 
markets. So this brings us close to 
the local consumers and builds a 
better rapport with them. 


Where does India stand in terms of 
your Asian strategy? Are there any 
learnings from the other Asian mar- 
kets that you have brought to India or is 
this a different animal? 

India is a fairly small market for 
us, with an addressable consumer 
universe of around 5-6 million as 
against China's 35 million. Yet, for 
market strategies, it cuts both ways. 
Since in other Asian markets we 
are further down on the road and, 
hence, have a better consumer 


m—Á “Vr ДІМ TO BE THE #1 PLAYER IN EACH AND EVERY 
ET AND SEGMENT, BUT THIS AMBITION WILL 


NEVER BE REALISED AT THE COST OF PROFITABILITY" 


present in, but this amb- 

ition will never be realised at the 
cost of profitability. It is our phi- 
losophy that if you have a prof- 
itable business, you generate enough 
resources that, in return, can be 
invested back in building the brand 
and thus, you create a solid long- 
term business model. 


But your profit margins, both for Reebok 
and adidas, have been under pressure 
and have declined in the first half.... 

That's mainly because our mar- 
keting spends went up significantly 
this year on account of the World 
Cup. And we look at our branding 
expense as an investment. 
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Japan. So, this kind of expense is a 
part of our strategy, as it helps in 
building a strong foundation for 
the brand. 


Asia seems to be a very important mar- 
ket for adidas. That's somewhat sur- 
prising because one would have exp- 
ected the us to be a stronger market for 
you. So what do you think has helped 
adidas better connect with the con- 
sumers in Asia? 

One key point is that a lot of con- 
sumers see adidas as a truly global 
brand. Most consumers in this part 
of the world don't even know 
where adidas comes from and they 


perspective, which we try to bring 
into India. That said, India is as 
distinct as any specific market is 
from another and hence, calls for a 
different local growth and devel- 
opment strategy. 


What are the insights that adidas has 
gathered about the average Indian con- 
sumer who shops in your stores? 

[ won't know the difference in 
comparative terms, but I am told 
that Indian consumers are very rat- 
ional in their purchase decisions. 
For them, the brand name is imp- 
ortant. I think they will consider 
entering your store only because 


of the brand you are but they 
always need a rational argument 
about the functionality and utility of 
the brand before making the final 
purchase decision. So brand is imp- 
ortant but not the only trigger for a 
purchase decision. As for Asian 
consumers put together, our res- 
earch shows that they are generally 
better educated. 


Have you had to do any innovations for 
Indian consumers given the fact that 
besides the brand name, functionality is 
an important issue for them? 

We usually launch all our interna- 
tional innovations in India. One 
Indian innovation, however, has 
been the launch of our cricket shoe 
range, although even this range was 
developed internationally with inputs 
from India. So, we can't really call it 
an Indian innovation. India is not an 
innovation centre for us. 


Reebok, so far, continues as an inde- 
pendent company. Are there any plans 
to merge the two businesses? 

As of now, we are only looking at 
back-office integration, if possible. 
There are no plans to bring about 
any frontal alliances because that 
will require huge investments. 
Then, both the brands being strong 
and vibrant, we want to retain their 
individual identity because con- 
sumers are interested in the brand 
and not the group behind it. But 
there will be integration in areas 
where we could bring in synergies 
for both the companies. 


Since both Reebok and adidas operate 
in the same sphere and target the same 
consumer, how will you ensure that 
the two don't cannibalise each other? 
And what will be the differentiators for 
the two brands? 

You are right that both Reebok 
and adidas are strong sports brands, 
but, then, both have distinct roots 
and backgrounds. adidas, for ins- 
tance, is a more global brand with 
a stronger focus on sports. We are 


involved with all big sports 
with a thrust on perform- 
ance and we develop the 
fashion part in a smart way 
without jeopardising the 
basic brand premise. Then, 
the brand also has a strong 
European image. Even if 
consumers don't know that 
it comes from Germany, 
they know that it is a 
European brand. Reebok, 
on the other hand, is more 
of an American brand. It 
stands for everything 
American and is popular 
among consumers who 


petition between the two 
brands. 


What will be your retail strategy for 
India now that majority foreign 
ownership is allowed in single- 
brand chains? 

Our focus has been on estab- 
lishing our own stand-alone 
stores instead of multi-brand 
stores. А year ago, we had 101 
stand-alone stores, whereas now 
we have 226 stores. And now, 
almost 75 per cent of our busi- 
ness comes from stand-alone 
stores. We prefer stand-alone 
stores to multi-brand stores 





"WE PREFER STAND-ALONE STORES TO MULTI- 
BRAND STORES. THEN, WE ARE ABLE TO ENSURE 
A BETTER BRAND EXPERIENCE FOR CONSUMERS" 


identify better with American way 
of life. Reebok is more aligned with 
American sports. And, we intend to 
keep this difference in the two 
brands alive. Yet, there will be some 
common ground where the two 
brands might come in direct com- 
petition. In such situations, our eff- 
ort will be to ensure a healthy com- 


because, for one, logistics manage- 
ment becomes fairly streamlined in 
our own stores, and we have a bet- 
ter control over inventory move- 
ment. Then, we are able to ensure a 
better brand experience for con- 
sumers. Also, in single stores, we 
get better consumer insights than 
multi-brand stores. 8 
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Junior management salaries are soaring, 
with automotive, FMCG and telecom 
companies doling out the biggest salaries. 
A BT-Omam Consultants survey. 

AMAN MALIK 
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NDIA INC. 15 ON A SHOPPING SPREE; ONLY, THIS 
time for a rare commodity—talent. And if fig- 
ures—such as those thrown up by the вт-Отат 
Salary Survey for Junior Management, which 
looks at remuneration in over a hundred com- 
panies across 14 sectors—are any indication, India 
Inc. appears to be going all out to woo and retain tal- 
ent. The numbers only confirm the classic demand- 
supply dynamic that governs who gets paid how much. 
The faster the growth in a sector, the hungrier it is for 
talent and the higher it is willing to pitch for it. 
Consider this: management trainees (MTs) from a 
second-rung B-school at a reputed FMCG company, 
can, upon conformation, demand anything from 
Rs 50,000-1 lakh—and get it. Incidentally, nearly a 
tenth of the total compensation offered to the jun- 
ior management cadre across sectors is now variable 
and based on performance; basic pay constitutes 
only about 30-50 per cent of the package. And if you 
are working for a frontline IT or telecom company, 
you could be making twice as much as your coun- 
terparts in sectors like textiles and engineering. 
The last point, say HR managers, is alarming. The 
results of the survey indicate that the average payout 
across sectors has risen steadily, but they also point to 
the fact that the stupendous growth in the services 
sector is creating problems for the manufacturing and 
heavy engineering sectors. “IT and telecom compa- 
nies are poaching from companies like ours," laments 
P. V. Bhide, President (Corporate HR), JK Paper, “and 
now, with retail on the verge of take off, the situation 
will worsen. The manufacturing sector often cannot 
match the compensation offered by these sectors." 
This race for talent has had its impact on the balance 
sheets of companies. *The wage bill, which was earlier 
never a problem, is now a significant cost; one that will 


RITESH SHARMA 


Samsung's young ones: Getting a taste of MNC culture 


only rise," says the HR head of an automotive major. 
Rakesh Sharma, VP (HR), Dabur Pharma, however, 
offers a different take on the matter. “The issues are rea- 
lly those of education and mobility,” he says. Employers 
say they find it hard to convince junior management 
employees, especially MBAs from top-rung B-schools or 
technical graduates from well-known institutes, to 
move to mofussil towns where most manufacturing 
units are located. “A graduate from one of the top 
B-Schools or engineering colleges will want to work in 
a metro and will, therefore, in all probability, be 
absorbed by the banking, financial services and insurance 
(BFSI) or services sectors. Besides, their salary expectations 
are very high,” says Bhide. Old Economy companies face 
other problems as well. Often, their only selling point is 
the job security that the manufacturing sector offers. But 
this cuts little ice, forcing manufacturing companies 


Industry-wise Comparison of the Salary Components (JM II) 
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to visit lesser known B-schools and technical institutes, 
often those located in or near their areas of operation. 

This, however, is not to say that the *offenders" (as 
the HR head of a consumer durables major would like to 
call them) have had it any easier. “True, we have 
enough people willing to join the telecom sector," says 
Atul Khosla, HR Head, Bharti Airtel, *but there is still an 
acute shortage of quality talent." Most HR heads that ВТ 
spoke to, agreed with this assessment. Says Tapan 
Mitra, Chief, HR, Apollo Tyres: *We are constantly 
endeavouring to attract and retain the right talent." 

And, it appears, companies are going to any 
length to do that. Some, like Dabur Pharma, have 
hiked their compensation packages by as much as 45 
per cent (from Rs 4.5 lakh to Rs 6.5 lakh per annum) 
over the last one year. Others, like Tata Motors, 
claim that “trainees are now blooded in live projects, 
including in the expansion plans". 

But none of these have impacted attrition rates. 
While rr and rres companies consider it “normal” to lose 
nearly a third of new recruits within a year, the ЕМСС 
and consumer durables industries have seen attrition 
rates climb to 12-15 per cent. This is forcing some com- 


METHODOLOGY 


O CAPTURE COMPENSATION TRENDS IN CORPORATE INDIA, 

Business Today collaborated with the Delhi-based re- 
search consultancy, Omam Consultants, to publish data on 
salaries across a range of industries (14) and companies. The 
survey covers junior managers. This is the first of BT's 
annual salary sweeps for 2006. For the current survey, 
Omam compiled management trainee salaries across 102 
companies in 14 sectors. Since salary data is confidential, 
the names of the companies have not been revealed. 
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panies to resort to desperate measures. But most HR per- 
sonnel think that such strategies will not go too far. 
"You can call a sales executive an area manager and re- 
tain him for a while, but eventually, it is the job profile 
and growth prospects that matter," says Sanjay Bali, 
Head (HR), Samsung India. 

This brings us to the inevitable trade-off between 
growth and money. If you are a second-year manage- 
ment student, should you aim for big money (and 
become an investment banker or a consultant) or 
should you look to fast-track your growth and give 
money a pass for a while (and choose, say, telecom, 
which does not offer comparably high compensation to 
start with)? Most managers think you should go for the 
second option. "Areas like investment banking, though 
financially rewarding, offer little scope for qualitative 
and divergent growth," says Bhide, adding, *besides, 
most people burn out by the time they are 35." Khosla 
agrees: “1 would say that a young management graduate 
should invest the first three-to-five years in himself 
and look for avenues to climb up the corporate ladder 
rather than looking for money right away." 

The last word of course, hasn't been said yet. Ш 


However, the sectors have been mentioned in the survey, 
and these are: automotive, banking, chemicals/petro- 
chemicals/fertilisers, core, consumer durables, engineering, 
FMCG, IT, ITES-BPO, pharma, real estate, retail, telecom and 
textiles. The survey looks at compensation data from a num- 
ber of angles, including inter- and intra-industry averages. 

The Omam team that collated and analysed the data 
was led by Director Rajeeva Kumar, Executive Director 
Anil Koul, and Senior Manager Ashutosh Kumar. 
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Management l represents Head of a relatively smaller section. Typical designations: Manager/Dy Manager 

Management Il represents frontline executive at the operating level. Typical designations: Assistant Manager/Senior Executive/Executive 
Component A: Basic Salary. Component B: Allowances & Reimbursements covering Special Allowance, HRA, Educational Allowance, Utility Allowance, LTA, Medical, Conveyance Allowance etc. 
C: Variable Salary; Component D: Retirals i.e., Provident Fund, Superannuation & Gratuity 
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DESIGNATION BASIC SALARY | RETIRALS 
| 
RETAIL 
Company! ЈМ | 22,50 19,675 5,105 3,782 2,744 
JM Il 13,960 12,985 3,120 2,346 . 3,88932 
Company2 JM | 17,325 13,113 4,991 2,912 246 ,09 
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ЈМ II 20,190 6,742 1333 6,422 5,55,444 
Company5 JM! 16,854 12,746 1600 5,362 
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B: Allowances & Reimbursements covering 
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CHEMICALS/PETROCHEMICALS/ FERTILISERS 





Company3 ЈМ | 
é JM II 


Company4 JM | 
JM II 


Company5 ЈМ | 
JM Il 
Company6 JM | 
JM II 


ITES-BPO 
Company1 ЈМ | 
JM II 


Company2 ЈМ І 
ЈМ 11 


Сотрапуз ЈМ І 
ЈМ II 


Сотрапу4 ЈМ | 
ЈМ Il 


Company5 ЈМ І 
JM II 
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Company2 ЈМ | 
JM II 
Company3 ЈМ І 
JM II 
Company4 ju 


M II 
Company5 JM | 
JM II 


Company1 ЈМ І 
JM II 
Company2 JM | 


JM II 
Company3 JM! 
JM Il 
Company4 JM | 
JM II 
Company5 * 


M Il 


Company6 ЈМ | 
JM II 


Company7 ЈМ І 
JM II 


Company8 ЈМ | 
ЈМ II 


Company9 JM І 
JM Il 





JUNIOR yaya 


COMPONENT (A) 
BASIC SALARY 





20,793 
11,474 


26,712 
18,668 
16,800 

9,323 


27,182 
17,405 


12,900 
8,350 


27,625 
12,126 
16,992 
9,750 
13,450 
9,530 


8,854 
6,475 





18,239 
10,464 


19,386 
12,038 


17,898 
11,845 


16,792 
11,959 


15,789 
11,554 


30,368 
18,811 
25,643 
13,650 
31,850 
17,030 


23,335 
13,390 
12,643 

6,695 
26,390 
15,067 


32,890 
20,963 


20,232 
12,721 


14,457 
9,330 











VIE 


20,968 
11,960 


29,227 
19,985 


11,980 
6,966 


17,524 
10,810 


17,500 
9,850 


5,521 
4,686 


12,507 
8,886 


17,500 
10,400 


6,746 
5,325 


12,629 


. 8,130 


4,767 
3,283 


7,995 


5,079 


9,609 
7,459 
5,004 
3,986 


13,324 

9,762 
27,178 
15,991 


24,712 
15,568 


36,196 
19,400 


25,874 
16,164 
33,211 
19,460 


25,703 
15,156 


27,098 
18,668 


36,964 
16,981 


D 
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COMPONENT (D 
RETIRALS 


6,614 
3,650 


4,491 
3,138 


2,824 
1,567 


4,569 
2,926 


2,168 


8,788 
3,858 


5,405 
3,101 


2,261 
1,602 


2,816 






2,189 
1,256 


4,516 
2,247 


2,148 


1,421 


2,015 
1,436 


3,474 
2,541 


8,597 
5,325 


4,311 
2,295 


9,495 
5,077 


4,744 
2,722 


4,022 


_ 2,129 


4,436 
2,533 


5,529 
3,524 
5,424 
3,411 
2,430 
1,569 








1,000 
1,000 


2,100 
1,600 


3,550 
550 


2,850 
2,350 


5,748 
3,750 


5,729 
4,800 


9,646 
7,696 


5,748 
3,750 


5,333 
4,133 


1,478 
1,064 


4,400 
950 


957 
540 


1275 


1,067 


967 
417 


1,250 
1,250 
1,295 
1,295 
1,170 
1,170 
1,270 
1,270 
1,390 
1,390 
1,950 
1,950 
1,920 
1,270 


1,100 . 


1,100 


967 
717 
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—350772__ 
`8,85,960 , 
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5,02,488 
. 2,65,620 
. 6,90,036 
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] 6,34,464 
. 343440 | 

 6,32,100 
. 431196 _ 

` 5,07,503 

. 3,33,384 

. 3,28,788 
_ 255,516 






















2 426,216 
2 2,62,764 


2 262764 . 





5,180 
` 881304 | 

_ 490956 | 
; 6,92,244 š 

. 6 
.3,43,164 


ig? 
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All figures are averages in Rs 
Junior 


Management l represents Head of a relatively smaller section. Typical designations: Manager/Dy 


Junior Management ll represents frontline executive at the operating level, Typical designations: Assistant Manager/Senior Executive/Executive 
Component A: Basic Salary. Component B: Allowances & Reimbursements covering Special Allowa 


C: Variable Salary; Component D: Retirals i,e., Provident Fund, Superannuation & Gratuity 


Component E: Valued Perquisites such as Company Car/Car Lease Value/Subsidy, White Goods, Lunch Subsidy, Telephone etc. 
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. Microfinance ай бе a powerful fool in TIN 
millions of Indians out of poverty. Whats 
- réquired*is^a fequlatory framework that 
balances the interests of both the lenders 
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the Underserved 


There are more than 70 million households in India earning less than 
$1 а day. To make a living, they need as much as Rs 1 lakh crore in 


credit. Problem: There's a yawning gap between demand and supply. 
E. KUMAR SHARMA & KAPIL BAJA] 





) ^» 
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SKS Microfinance's Vikram Akula, who has disbursed Rs 484 crore, believes 
inserved and ип‹ >d by banks can become a microfinance customer 
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[УЕ YEARS AGO, CHIVUKULA 
Vijayalaxmi, 49, sensed a 
market for rexine Bible 
covers. So, raising а mi- 
cro loan of Rs 6,000 from 
Share Microfin, she got hold of a 
sewing machine and put up a board 
outside her house in L.B. Nagar in 
suburban Hyderabad that simply 
said, ‘Vijayalaxmi Rexine Works’. 
Today, she is busy setting up a shop 
backed by another loan from Share, 
but not so micro this time around— 
it amounts to Rs 50,000—and has а 
marketing ‘team’ that comprises 
two of her sons and vends every- 
thing from Bible covers to school 
bags to raincoats. 

Some 1,500 km east from where 
Vijayalaxmi resides, lives of the 
poorest people are similarly chang- 
ing. People like Rupa Bera, 30, of 
Bagnan, a far-flung area of Howrah. 
Until three years ago, Bera was liv- 
ing in abject poverty with their only 
son. Bera's husband had once tried 
to start some business of his own, 
but without success. The hardest 
part for the man was raising work- 
ing capital. He approached various 
banks and other sources, but met 
with no luck. Then, one day, loan 
officers from Bandhan, a microfi- 
nance institution (MFI), came calling. 
Bera liked the terms at which 
Bandhan was offering credit, and 
signed up for a Rs 3,000 loan in 
Feburary 2003. Bera’s husband 
turned a contractor with this 
money, and they haven’t looked 
back since. A part of the extra 
income is now being used to send 
their son to school and ensure 
proper medical care for the family. 

Vijayalaxmi and Bera are just 
two of the millions whose lives are 
getting transformed thanks to 
microfinance. Last financial year 
alone, nearly 1.5 crore of India’s 
poor received Rs 6,500 crore in 
micro loans. Yet, that’s just a drop in 
the ocean. There are about 200 
million households, or a staggering 


/ 
ж--- rd 


The demand for credit from people ae less than $1 a 


day could be double the estimated Rs 


800 million people, who have no 
access to banks or formal financial 
services. The demand for credit 
from people earning less than $1 a 
day has often been estimated at Rs 


500- The Twin Tracks 
















4500- Self-help groups (SHGs) and 
microfinance institutions 
40000 (MFls) are the two primary 
sources of lending to the poor. 
3,500 - 
3,000 - 
2,500 - 
2,000 - 
1,500 - 
1,000 - 
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2001 200 2003 2004 2005 
Figures are outstanding loans in Rs crore 
SHG Channel ШЕ MFI Channel 
Source: Sa-Dhan 
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000 crore 


50,000 crore, but more recent 
studies say that the actual number 
could be double of that. *A back-of- 
the-envelope calculation would sug- 
gest that anywhere between Rs 
2.000 crore and Rs 4,000 crore is 
going into individual lending, but 
there is a huge potential for this to 
grow," says Vikram Akula, Founder 
& CEO, SKS Microfinance. Agrees G. 
Padmaja Reddy, founding director 
of Spandana, a Hyderabad-based 
MFI: “The scope for microfinance is 
much larger than what we under- 
stand today. Whoever is unserved 
and underserved by banks can really 
become a microfinance client.” 
Currently, there are about 800 
MFIs and 22 lakh government- 
backed self-help groups (SHGs) that 
are the principal sources of micro- 
finance. The latter is typically an 
informal association of 10-20 poor 
women who contribute small amo- 
unts into a savings pool. After saving 
regularly for six months, lending 
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GROWING 


BUT NOT FAST ENOUGH 


In 2005, 5.39 lakh SHGs received Rs 2,994 crore in bank loans. 


No. of new SHGs financed during the year 
Rate of growth of loans to new SHGs (95) 
No. of SHGs receiving repeat loans 


Proportion of repeat loans in total loans (95) 
Bank loans disbursed during the year (Rs crore) 
0f which, disbursed as new groups (Rs crore) 
Of which, disbursed as repeat loans (Rs crore) 


Average loan sizes-new (Rs) 


Repeat loans (Rs) 
N.A.: Not available 


small amounts and maintaining 
accounts, an SHG becomes eligible to 
be ‘linked’ to a bank, which opens a 
savings bank account for the SHG 
and offers loans up to four times the 
group's savings. The sHG can then 
on-lend the money to its members, 
helping them to engage in some 
income generation activities, The 
MFIs, on the other hand, comprise a 
mélange of NGOs, NBFCs, Section 
25 companies (which are treated 
as charities that cannot distribute 
profits to sponsors), and 


2001 2002 2003 
149,650 197,653 255,882 
N.A. 32 29 
21,630 41,413 102,391 
N.A. 17 29 

N.A. 949 1,023 
290 493 691 
N.A. 92 332 
19,379 22,919 21,005 
N.A. 22,215 32,425 


Source: NABARD 


cooperatives (like SEWA in Gujarat). 
Unlike the sHGs, which tap funds 
from public sector banks, MFIs draw 
their capital mostly from private 
banks, SIDBI, and foreign investors. 
(Akula's sks, for instance, has Silicon 
Valley venture capitalist, Vinod 
Khosla, as one of its investors.) 
Currently, the average loan size for 
an SHG 15 less than Rs 4,000 and for 
an MFI, about Rs 5,000. 


Good Idea, Poor Milieu 
Despite putting credit within the 





2004 2005 2006 
361,731 939,365 620,109 
41 49 15 
171,669 258,092 344,502 
40 32 36 
1,855 2,994 4,499 
1,158 1,727 2,330 
698 1,268 2,169 
32,013 32,019 31,514 
40,660 49,130 62,960 


reach of millions of unserved con- 
sumers, MFIs are in the middle of a 
crisis, which can be traced back to a 
series of events that began unfolding 
from Andhra Pradesh's Krishna 
district in March 2006. Early that 
month, the district collector raided 
offices of Spandana and Share (two 
of the largest MFIs in the country) 
and shuttered 57 of their branches, 
besides those of some smaller MFIs. 
What prompted the move? Alleged 
malpractices in the industry, in- 
cluding usurious rates of interest. 





Last financial year alone, nearly 1.5 crore of India's poor received Rs 6,500 crore in 


micro loans. Vijayalaxmi (R) started with Rs 6,000 and is now setting up her own shop 
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THE MANPOWER CRUNCH 


Money apart, MFIs need talented people to work for them. 


CCORDING TO A STUDY CONDUCTED BY THE CENTRE FOR MICROFINANCE AT THE 

Institute of Financial Management and Research, Chennai, at least 
20,000 executives would be required by the microlending industry over 
the next four years. Some of the positions that are going abegging include 
CFO, CTO, CIO (innovation and information), and Director (HR). The 
smarter MFIs have already begun wooing top-notch talent from industry. 
In October this year, Vikram Akula's SKS managed to get M.R. Rao as its 
COO from ING Vysya, where he was head of alternate channels. In 
September the year before, Akula sold the CFO's job to Jennifer Leonard, 
an MBA from Wharton and ex-Merrill Lynch. Ditto Padmaja Reddy's 
Spandana. Its 28-year-old Executive Director, Kartikeya Saboo, comes from 
ICICI Bank. In fact, just a day before BT met her, Reddy spent a good 
amount of time trying to convince an ІІМ Bangalore grad to join Spandana. 
He did, and is now headed for Maharashtra, where Spandana wants to 
enter. 

Share and BASIX are some other MFis that are putting their employees 
through extensive training, often under foreign experts. "Rising salaries in 
the sector are also helping attract better talent into the sector," says 
Vijayalakshmi Das, Chief Executive, Friends of Women's World Banking, 
an affiliate of the Women's World Bank. It is estimated that in the last four 
years, entry-level salaries have jumped from Rs 5,000-10,000 to Rs 
18,000-25,000. Indian MFIs are considered the most productive of all 
players in South Asia, with the staff-to-borrower ratio ranging from 
1:469 to 1:2,873. But the labour-intensive MFIs will need more and bet- 
ter-trained workers to cater to a country like India. 


Soon, the issue snowballed into a 
crisis, with the state threatening to 
put caps on lending rates and the 
Reserve Bank of India issuing à 
code of conduct for NBFC-MFIS. 
Now, the central government is 
working on a Microfinance Bill, 
which was approved by the 
Cabinet on December 7, and is 
likely to be introduced in the 


current session of Parliament. 
While there's no doubt that 
some MFIs use questionable tactics 
to recover loans, the politically- 
charged issue fails to understand 
the root cause of the problem— 
money. According to an industry 
study by Prabhu Ghate, a for- 
mer bureaucrat, the cost of funds 
for MFIs works out to 21-24 per 


South is the most developed market for microcredit. 


MFIs BY NO. OF MFIs © OUTREACH ANNUAL GROWTH “ANNUAL GROWTH 

REGIONAL 2004-05* (%) IN OUTREACH (%) IN OUTREACH 

DISTRIBUTION 2004-05 2003-04 
East 18 332,416 61.12 32.68 
West 2 6,738 31.40 4215 
North 3 91,317 11.34 19.50 
) 45 1,710,323 67.00 91.73 
68 2,140,854 62.86 45.94 


*Number of clients 


^ Only those MFIs surveyed by Sa-Dhan 


Source: Sa-Dhan 
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cent, although the SBI prime lending 
rate is about 9 per cent. Here's 
why: the cost of credit delivery 
and collection of payment adds 5 
per cent each, while the cost of 
provisioning for bad debts and cap- 
ital adequacy requirements add an- 
other 1-3 per cent each. Not sur- 
prisingly, Spandana's and Share's ef- 
fective rates before the Krishna dis- 
trict crackdown, writes Ghate, were 
31 per cent and 28 per cent, re- 
spectively. Interestingly enough, 
these rates are not very different 
from what the sHGs, which are con- 
sidered more empowering and par- 
ticipatory, charge. And compared to 
the local money lenders, the MFis 
charge less than half. 

Clearly, there's a problem with 
the cost structure. And, unfortu- 
nately, a large part of the problem 
can be attributed to the absence of a 
proper regulatory framework. For 
instance, MFIs, unless they are mu- 
tual- or member-owned outfits, can- 
not collect savings as deposits, which 
are one of the cheapest sources of 
funds. Instead, they must depend 
on bank borrowings for lending on- 
wards. Says sks’ Akula: “If we are al- 
lowed to take deposits, we would 
be able to slash the interest rates on 
our loans by about 5-6 per cent." 

As a result, Indian MFIs have the 
highest financial expense ratio (8.5 
per cent) in the world. So, how have 
the MFIs been able to grow at a furi- 
ous pace? Thanks to private banks, 
which initially started lending to 
them to meet their priority sector 
obligations, but soon realised that 
microfinance could be a lucrative 
segment. Says J. S. Tomar, Managing 
Director of Varanasi-based Cashpor 
Micro Credit, which operates in east- 
ern Uttar Pradesh and Bihar: *Banks 
see a huge market in micro-borrow- 
ers in rural areas because the urban 
markets are becoming increasingly 
competitive." (That also explains 
why vcs such as Hyderabad-based 
Bellwether, Mauritius-based Lok 
Capital and Us-based Unitus Equity 
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CAGR: 76%; *1п Rs crore; Client outreach in lakhs 


SHAMIK BANERJEE 
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<10% 








904 — 20 349 164 
9] 154 249 
>90% <20% <30% between 250 

and 350 


(defined as operating income from loans and investments/operating costs + loan loss pro- 


Sufficiency 
еа — Current repayment 
amount collected—pre-p: 


Fund are investing in MFIs.) ICICI 
Bank, for example, has funded more 
than 100 MFIs with an exposure of Rs 
2,350 crore. 

But since most of the MFIs don't 
have equity enough to take on debt 
directly on their books, ІСІСІ Bank 
pioneered a ‘partnership model’, 
where the loans remain on the 


payments/principal due); 
outstanding portfolio); TCR: Total cost ratio (total costs/average outstanding portfolio) 


Operating cost ratio (total operating costs/average 
Source: Sa-Dhan 


bank's books and the MF! does, for 
a fee, everything from loan origi- 
nation to monitoring to collection. 
However, the MFI has to guaran- 
tee the bank against default (subject 
to a limit). That, again, becomes a 
limiting factor, since not all MFIs 
have the wherewithal to offer guar- 
antees. In 2004, RBI allowed MFis to 





Ш The RBI's new norms һауе put in doubt NBFCs' (which include MFIs) 
partnerships with commercial banks. 


a Procedures for raising capital from social investors and institutions abroad 


are too cumbersome; they need to be simplified _ 


Ш А separate legal structure with favourable regulatory framework allowing - 
MFIs to provide credit, savings, insurance, pension and remittance services 


10 the poor is needed 


5 MFIs registered as — and trusts should be excluded from the State & 


. Regional Money Lenders Acts | 


Ш NBFC-MFIs not accepting deposits should lia allow io become 


Business Correspondents that can be engaged by banks to provide services 


. tothe poor — 
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PINAKI PAUL 


act as financial intermediaries, or 
business correspondents, but added 
certain riders that made the move 
a non-starter. For instance, it 
barred banks from charging more 
than the PLR (prime lending rate) 
on loans of less than Rs 2 lakh 
and any commissions on those 
less than Rs 25,000. That apart, 
the Mris were barred from charg- 
ing any fee to the customers. Curr- 
ently, the central bank is finalising 
the eligibility criteria for NBFCs 
and has asked banks not to select 
any business correspondents from 
among NBFCS. 


Need to Get Organised 

In a bid to streamline the industry, 
Sa-Dhan, an apex association of 
MFIs, has set performance stan- 
dards under three heads— 
sustainability, asset quality, and 
efficiency—and is urging its mem- 
bers to accept them. And accord- 
ing to Mathew Titus, Executive 
Director, Sa-Dhan, it is also work- 
ing with the Institute of Chartered 
Accountants of India (ICAI) on 
implementing disclosure and 
reporting standards for the sec- 
tor. “MFIs need to improve their 
compliance with disclosure and 
reporting norms and bring trans- 






30,000 Millions to 
NA Lend to 
) By 2010, microcredit 
outstanding could touch Rs 
20000 28,000 crore. 


15,000 


C4 еч сы сы 
Figures are outstandings in Rs crore 
иш SHG Linkage Channel ИШ MF! Channel 
Source: Sa-Dhan 


parency (especially after the 
Andhra incident)," says Ghate in 
his report. CRISIL and M-Cril have 
also started a regular rating pro- 
gramme, funded by sipbi, for МЕ, 
and have rated more than 120 of 
them so far. 

On its part, ICICI Bank, led by 
its Deputy Managing Director, 
Nachiket Mor, has been pushing 
MFIs to consider moving to the 
next level, where they will be able 
to offer bigger loans to not just the 
most needy, but also those who 
are better placed but need money 
to, say, start an enterprise, buy 
tractors, or even small houses. 
Mor even has a name for this new 
type of MFI: community develop- 
ment finance institutions (CDFIS). 
“In order to become CDFis, the 
MFIs will have to build capabili- 
ties in core banking and finance, 
including risk management, and 
cash flow analysis for projects and 
securitisation," says Mor. 

Meanwhile, some of the bigger 
MFIs have realised that they need to 
innovate in terms of loan products 
and services. Akula's sKs, for in- 
stance, plans to tie up with retailers 
to help them tap rural consumers. 
This is how the model could 
work: the retailers will sell goods 
to SKS clients but get paid by sks. 
The clients, in turn, will make 
weekly payments to sks. Other 
MFIs are talking of dozens of other 
products, including insurance 
products, education loans, housing 


loans and small business loans (for | 


petty traders). 

A lot of how the industry 
evolves will depend on the forth- 
coming Microfinance Bill. It would 


be unfortunate if the authorities | 


were to let isolated incidents (like 
the one in Krishna district) curb 
the spread of microfinance. There 
are millions of Indians in desperate 
need of credit, and their interests 
are best served by helping the in- 
dustry become more robust, and 
not by shutting it down. 8 
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The Microfinance Champs 





Meet the people behind some of the biggest and most successful 
private microfinance institutions in India. 





ICICI Bank's Mor: Made microfinance bankable 





VERY SUNRISE SECTOR DEPENDS ON TALENTED AND 
innovative individuals to cut the path that oth- 
ers subsequently follow. This has been the norm 
in every sector. Microfinance is no different. At a time 
when the regulatory architecture for the sector is 
still very hazy and last-mile connectivity a major hur- 
dle for large players, there are a handful of people who 
are braving the odds to push forward their vision of 
an empowered rural India. All the individuals profiled 
below are highly qualified and mostly foreign-edu- 
cated. All of them could have got cushier jobs in big 
cities, but each of them chose to get his/her hands dirty 
in the boondocks of the Indian hinterland because they 
saw potential at the bottom of the pyramid. Their 
paths are different. ICICI Bank's Nachiket Mor pio- 
neered a new model that allowed large banks such as 
his employer to enter the microfinance sector. Some 
others had to borrow money from friends, family and 
foreign donors to start their ventures. But these are 
teething troubles that all pioneers face. The important 
thing is that they've opened up a sector that can, 
potentially, change the face of India's rural heartland. 
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Nachiket Mor/ 42 
Deputy Managing Director, ICICI Bank. 

e is credited with opening the floodgates for this 
Hi Mor's partnership model, wherein the 
role of microfinance institutions (MFIs) changed from 
holders of assets to servicing agents, transformed 
the sector by removing the hurdle to its growth—the 
small size of Mri balance sheets. Under this model, the 
loan documentation is done in the names of the 
bank and the borrower; the MFI is merely a service 
provider who disburses and collects money as an 
agent in exchange for a service fee. This allows even 
small MFIs, with very small balance sheets, to be- 
come partners in the process. Other banks such as 
HDFC Bank and uri Bank have also experimented 
with this model. Result: the total loan outstanding of 
the top 20 Mris grew 215 per cent in 2004 to Rs 
423.77 crore when the benefits of the partnership 
model kicked in, compared to Rs 134.43 crore in the 
previous year. The growth rate in the previous three 
years had been 56 per cent, 73 per cent and 87 per 
cent, respectively. Little wonder, then, that this is 
called the *Nachiket Effect" in microfinance circles. 
ICICI Bank now has 102 such partners through whom 
it manages its microfinance portfolio. However, new 
RBI norms seem to place a question mark on this 
model; the final word has not yet been said on the 
matter. Mor, a PhD in Economics from the University 
of Pennsylvania and an MBA from the Indian Institute 
of Management, Ahmedabad, has been a member of 
ICICI Bank's Board of Directors since 2001. 


Vikram Akula/ 38 
Founder and CEO, SKS Microfinance 

e was only three years old when he left Hyderabad 
Н moved with his parents to the Us where he 
stayed for years. Back in Andhra Pradesh since 1997, 
he now manages to speak good Telugu, albeit with a 
heavy American accent, with his staff. Akula, who has 
done a stint as a consultant with McKinsey & Com- 
pany, figures in Time magazine's list of 100 most 
influential people this year. His is a quaint story. He 
raised $50,000 in 1996, by hosting tea parties for 
about 356 friends and relatives in the Us, and set up 
SKS. Today, his MFI has gathered enough critical mass 


ed ™ 
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His MFI has 183 branches, and he's found mention in Time 


to catch the attention of ace venture capitalist Vinod Khosla, who has 
invested in its equity. SKS, with 183 branches spread across 11 states, has 
disbursed Rs 484 crore, and is among the fastest growing microfinance 
organisations in the world. Its growth in the last fiscal year: 160 per cent; 
this is expected to touch 200 per cent this year. Akula is a PhD in 
Political Science from the University of Chicago, has a Masters degree 
in International Relations from Yale University, a Bachelor's degree in 
Philosophy and English from Tufts University, and he has also attended 
a graduate programme on religion at Harvard. 


: 38 
Founder Director, Spandana 

eddy founded Spandana as an NGO in 1997 and converted it 

into an NBFC in 2004. This MFI has grown rapidly, its disbursals 
rising from Rs 4 lakh in 1998 to Rs 89.4 crore in 2004 (when it be- 
came an NBFC) to Rs 639 crore in March 2006. Cumulatively, it has 
disbursed about Rs 1,470 crore to 850,000 clients. Reddy now 
wants to attract more professionals into the company and is also 


Is aiming for a client base of three million in five years 
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keen оп roping in a strategic equity investor. “1 
want someone who is serious about expanding 
this business; I’m willing to offer a stake in this 
venture and am also open to making organi- 
sational changes if required," she says. This may 
take some time, but Reddy is clear about her 
more immediate goals: disbursals of Rs 5,600 
crore and a client base of three million over 
the next five years. 
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Founder Chairman, BASIX 

{ау Mahajan is considered the veteran of the 
W Indian microfinance world. His professors at 
IIM-A, Ravi Matthai and Ranjit Gupta, founders of 
IIM-A's Jawaja Rural Development Project, opened 
his eyes to the potential of the sector. In 1983, 
Mahajan established, PRADAN (Professional 
Assistance for Development Action), an NGO that, 
in 23 years, has attracted 1,200 young profes- 
sionals who now work at the grassroots level 
across rural India. In 1995, Mahajan, conceptu- 
alised BASIX as a "new generation livelihood pro- 


BASIX's Mahajan: Has helped over 300,000 households 
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: In 1992, no one was willing to lend him money. Today, he has one million clients 


motion institution" and had it up and running by 
mid-1996. Till April 2006, when he stepped aside 
as its CEO, BASIX had helped support over 300,000 
households in agriculture and non-farm activities 
and extended micro-credit worth over Rs 650 
crore. Mahajan clarifies that ВА5ІХ goes well beyond 
micro-credit and is meant to offer a 
livelihood promotion services (including savings and 
insurance services, agricultural and business de- 
velopment services and institutional development 
services) to rural producer groups. Mahajan is an 
alumnus of пт Delhi, пм Ahmedabad and the 
Woodrow Wilson School of Public International 
Affairs at Princeton University. 


daia Kumar/ 48 
Founder & Майа па Director, Share Microfin 
urs is the world's sixth-largest microfinance pro- 
| gramme,” booms Kumar. It's been a long journey. 
In 1992, no donors in India were willing to lend 
him money. He began with no capital and a Rs 18- 
lakh soft loan from Gramin Trust of Bangladesh and 
Asia Pacific Development Centre, Malaysia. Today, he 
has one million clients and cumulative loan disbursals 
of Rs 1,900 crore. Despite the setback in Krishna dis- 
trict, where the offices of some leading MFis (includ- 
ing his) were sealed by the district collector for alleged 
unethical practices, Kumar feels there is still scope to 
expand the market in Andhra; he is also exploring the 
possibility of expanding into other states. “We have 
to be viable and sustainable and be able to recover our 
costs. To do that, we need to move to other regions 
as well," he says. Little wonder then, that his imme- 
diate goal is to cover 10 states (he is currently present 
in only five) in India by the end of this financial 
year and expand his client base to 1.2 million. 
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Out of the Box 


MFIs are leveraging both information technology and know-how to 
come up with new products and new ways of delivering micro loans. 








AS ene sense the —— of the market, they are adopting specially designed 
| s for their customers. Citibank India's biometric ATMs are an example 


$ INDIAN MICROFINANCE INSTITUTIONS (MFIS) BEGIN 

scaling up their reach and complying with new 

reporting and disclosure norms, they are beginning 
to realise that they will need to become far more 
information technology-friendly. “Microfinance entities 
may be NGOs and their loan sizes may be small, but what 
they are essentially doing is banking, which requires very 
robust systems," says Manish Khera, CEO, FINO (Financial 
Information Network & Operations), an ІСІСІ Bank-pro- 
moted technology provider to MFIs. 
*You can't do banking without 
backend engine and security of 
data and audit systems, even 
though most MFIs require less 
complex products.” 

Instead of developing its own 
solutions, FINO has been sourc- 
ing products from established 
vendors. It has picked i-Flex’s 
Flexcube as its backend engine 











(channel interface, product engines and data repository) 
and roped in IBM as its service provider. At the customer 
end, FINO employs chip-based biometric cards that 
are specially designed for rural micro-borrowers. The 
cards enable capturing of data and identification of a 
customer through fingerprint, which help MFis meet the 
know-your-customer (KYC) requirements. “You don’t 
require an online system because you can go to rural 
woman’s home and validate her identity 
by swiping the card on a mobile device,” 
says Khera. FINO has sold about 1,000 
such cards to KAS Foundation, an Orissa- 
based Mri, and is in the process of sell- 
ing 130,000 cards to other MFIs. 
Not everyone thinks a monopoly 
like FINO is a good idea, but every- 
one agrees that IT can play a crucial 
role in ensuring transparency and 
cutting transaction costs, given that 
consumers are geographically widely 
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spread. Says Vijay Mahajan, Founder-chairman of 
BASIX, an MFI that describes itself as a livelihood pro- 
motion institution: *The hard part is not product 
innovation, but distribution and it is here that MFIs can 
offer the real innovation." Adds Vishnu R. Dusad, 
Managing Director, Nucleus Software, a New Delhi- 
based software vendor: “In fact, technology's potential 
to cut costs goes beyond microfinance in rural areas. In 
the years to come, better ІТ systems will allow cost 
effective universal banking, adding three billion bor- 
rowers to the worldwide retail credit market." 

As banks sense the potential of the market, they are 
adopting specially designed technological tools for 
their microfinance customers. Citibank India recently 
launched a biometric ATM for its microfinance cus- 
tomers. “Biometric ATMs have multiple language 
capabilities as also a voice-enabled navigation facil- 
ity, simple screens and colour-coded buttons. Using 
these ATMs, customers can conveniently access their 
account and carry out routine banking transactions 
like balance enquiry, deposits and withdrawals with 
ease," says P.S. Jayakumar, Country Business Manager, 
Global Consumer Group, Citibank India. 

The biometric ATMs, designed for “Citibank Pragati’ 
savings account holders, can be conveniently located at 
offices of Citibank’s partner MFIs and in areas that 
are located close to where the customers live and 
work. Citibank Pragati is a no-frills savings account 
facility for microfinance customers that Citibank offers 
directly and in partnership with Mris. However, ICICI 
Bank was the first to launch such ATMs. 

Technology apart, the industry will need pooled 
resources. ICICI Bank’s Nachiket Mor, for example, 
says that to serve a market of more than 400 million 
unserved Indians, the industry will need shared tech- 
nology platforms, which could also act as a data repos- 
itory for a credit bureau. The challenge, however, 
would be in creating back offices that various MFIs 
could share without duplicating resources. SKS’s Vikram 
Akula feels much would depend on the ability to do “a 
Coke-like standardisation, factory-style training, as 
with McDonald’s, and lean processes of a Toyota”. 

SKS has developed its own IT systems and uses 
smart cards at its centres (called Sangam) that can 
be used by less educated employees, since workers 
at its rural centres tend to be school graduates—a 
staple for most MFIs. 


Pradan’s ‘Computer Munshi’ 

Unique situations demand unique solutions. Or, at 
least, that’s what Mahajan-founded Delhi-based NGo, 
Pradan, believes in. The NGO, whose stated objective is 
to help rural poor and marginal farmers develop sus- 
tainable livelihoods, assists self-help groups (SHGs) in 
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seven states. Since Pradan likes its SHGs to stand on their 
own feet within two years, it employs an innovative sys- 
tem of bookkeeping called the Computer Munshi 
System. The workings of the system have been de- 
scribed in detail by Ajit Kanitkar and Jan Meissner in 
their research paper “The Computer Munshi System of 
Pradan”; the latter works for Germany's development 
agency GTZ and the former is with the Ford Foundation. 
The system, the researchers say, is built around two key 
personnel: A group accountant (GA) and a computer-lit- 
erate munshi or an accounting clerk, both of whom are 
paid a nominal fee by the group members for their 





NGO Pradan employs computer-literate 
munshis. The industry, however, needs to 
pool resources to serve such a huge market 


services. Apparently, it is possible for a computer 
munshi to serve up to 300 groups. There are some 
problems with the system (like the munshi not being 
able to understand the GA's handwritten notes) but 
those are not significant enough to derail the system. 

Ав MFIs and SHGs come up with more such in- 
novations, the microfinance landscape will sport 
more of technology. Nucleus' Dusad, for instance, 
says that his company's vision is to take cost cutting 
to the next level. *We want to make software that 
will slash the transaction costs of the banks and 
make it possible for them to lend as small amounts 
as Rs 100," he says. If that happens, micro loans 
could become vastly cheaper. m 
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COMMODITIES REAL ESTATE SHOPPING 
How To Arbitrage А $есопі Ноте Best Deals Online 








Only on your ICICI Bank Credit Card. 


This festive season, buy airline tickets, a washing machine, 
a gold ring, or just about anything and celebrate with 
upto 10096 Cash Back at over 1,00,000 outlets across India. 


This Cash Back offer is valid if: 
* You make a single transaction of Rs. 2000 /- or above and 
elf this transaction is on an ICICI Bank charge slip. 


Know your Cash Back percentage instantly: 
* Add up all 6 digits of the APPR/AUTH code on the 
ICICI Bank charge slip. e.g. 9+1+3+1+8+2= 24 
* Tally the total with the corresponding Cash Back table on 
the reverse of your ICICI Bank charge slip. 


So go ahead, celebrate with your ICICI Bank Credit Card and 
enjoy assured Cash Back this festive season. 
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Data Time 19/1098 "чи 
MID. 1125254) TO :2025050 
BATCH NUM 000879 INVOICE NUM. D30435 
Sale 


CARO NUM 447! 4100224 9470 зуы 
EXP DATE i 1910 — CAADTYPE VISA CARD 


САРРА СОСЕ 9131827) AREF NUM. 800742 

















AMOUNT CRs. 7,850.00 
Back 
[ APPR/AUTH — Cash Back | 
Total 
0-5 75% | 
6-310 | 20% 
7 141-5 | 65% 
18-0 | 3% | 
21-30 1% 
31-40 | 2% 
41-45 4% 
46-50 | 50% | 
51onwards | 10096 
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ICICI Bank 
Credit Cards 


Offer valid from 1st Oct to 31st Dec'06. Visit www.icicibank.com for details. 


Offer valid between 1st Oct - 31st Dec 2006. Offer not applicable on the alphanumeric, manual, offline, non 6 digit approval codes, non-charge slip 


transactions, cash withdrawals at ATMs, Dial A Draft service, Balance Transfers and Mail Order/Telephone Order transactions. This program 


is not 


applicable on ICICI Bank American Express Credit Card and Internet transactions, where a flat cash back of 296 is applicable for single transactions of 
Rs.2000/- or above. Transactions eligible for Cash Back will not be eligible for reward points. For detailed terms and conditions, visit www.icicibank.com 
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EE Get the 
EE Focus Right 


Funds are vying to manage your money, but 
their sheer numbers are turning fund selection 
into a complex exercise. Here's a simple way 
to build a sound fund portfolio. MAHESH NAYAK 


T ISN'T BECAUSE FUNDS HAVE 
peculiar names nor is it due 
to terms like net asset value 
that housewives like Poonam 
Chaudhury (not her real 
name) are wary of investing in 
funds. Neither is she nervous about 
investing in equity funds at these 
high market levels. *It's just that 
there are so many funds that it is 
confusing which fund to choose,” 
says Poonam. What adds to the 
confusion is that most funds seem 
to have the same objective. 
"Choosing between so many simi- 
lar funds is not easy," she says 
Poonam’s is not an isolated case. 
There are a variety of funds in the 
equity space—large caps, mid-caps, 
flexi-caps, tax savers, balanced funds 
and derivative funds—and any one 
looking to invest in them can get in- 
undated by their sheer numbers. 
Add to that, there are a large num- 
ber of new fund offers (NFOs) with 
fancy names and objectives hitting 
the market almost every week, fur- 
ther baffling the mutual fund in- 
vestor. Consider this, there were 
merely 67 diversified open-end eq- 
uity funds in 2003. Today, there 
are 160 diversified equity funds, 
nearly two-and-a-half times more, 
making it that much more difficult to 
narrow down to the fund of your 
choice. But if you want a complete 
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and well-diversified portfolio, you 
may want to look at segments such 
as sector, debt and liquid funds as 
well. There are enough options al- 
ready, so all that’s needed is a simple 
strategy that’s primed for returns. 


Set Objectives 

Before we suggest any strategy, you 
must outline an investment objective 
and spell out your goals. Investment 
needs of an individual vary over 
time, so identifying financial goals is 
the key to financial security. Having 
identified your investment objec- 
tives, you need to plan carefully to 
achieve them. Usually there are few 
common investment objectives— 
retirement, children education and 
marriage, house and emergency re- 
serves. After you have determined 
the goals you wish to accomplish, 
determine your position on the risk- 
reward spectrum and eliminate 
funds that are too aggressive or too 
conservative. Once you have a list of 
funds that meet your goals and risk 
tolerance, review the funds’ prospec- 
tus to ensure that the funds’ invest- 
ment objectives and risks meet your 
individual investment goals. 

Your age will help you deter- 
mine what kind of a portfolio mix 
would suit you. These aren’t hard 
and fast allocations, just guidelines 
to get you thinking about how your 
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INDEX FUNDS 
TYPE: Portfolio comprises stocks in major indices 


EQUITY FUNDS 


TYPE: Invest across sectors and market cap; most 


market beating funds have large cap stocks 


BEST STRATEGY: Invest long term in 2-3 large cap 
funds and one mid-cap fund comprising growth 


sectors like engineering and construction 
RISK: High 

PAST RETURNS: 2 to 59 per cent (3 years) 
NUMBER OF FUNDS: 160 


— Scheme NAV Returns 


Sundaram BNP Paribas 90.2 59 
Select Mid-cap (G) 


SBI Magnum Global 94-(G) 437 55 
Taurus Starshare 40.1 52 
BSE Sensex 39 
3-year returns compounded annual (%); as on Nov 29, ‘06 
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` TAX FUNDS 


| TYPE: Tax-breaks on investments up to Rs 1 lakh. 
Funds mostly invest in large cap stocks 


BEST STRATEGY: Better suited for taxpayers, but 
invest in about 1-2 funds focussed on growth. SIP 
should make it easier to save regularly 


| RISK: High 
RETURNS: -31 to 61 per cent (3 years) 
NUMBER OF FUNDS: 38 


| 
НОС Taxsaver 1454 6 
-Prudential ICICI Taxplan 9178 51 
HDFC Long Term 89.62 49 
Advantage Fund 
BSE Sensex 39 


3-year returns compounded annual (%); as on Nov 29, '06 
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SECTOR FUNDS 
TYPE: Exclusively focussed on single or multiple 


sectors such as FMCG or pharma 


BEST STRATEGY: Concentrate on only 1-2 growth 
sectors. Manage funds actively and redeem in 


sectors where fortunes are changing 
RISK: Very high 

PAST RETURNS: 9 to 55 per cent (3 years) 
NUMBER OF FUNDS: 37 


Scheme NAV Returns 


Prudential ICICI FMCG 41.07 55 
Birla SunLife Buy India 26.79 51 


SBI Magnum Sector 
Umbrella-Infotech 25.28 49 


BSE Sensex 39 
3-year returns compounded annual (%6); as on Nov 29, 06 


such as Nifty or BSE Sensex 


BEST STRATEGY: For passive investors who don't 
want to track funds regularly. Look at tracking 
. error before investing. 


RISK: High 
RETURNS: 25 to 40 per cent (3 years) 
NUMBER OF FUNDS: 24 


HDFC Index Fund- 144.09 40 

Sensex Plus Plan 

SensexPrudential 139.57 40 

ICICI Exchange Traded 

UTI Master Index Fund-Growth 42.74 40 

Nifty 39 

BSE Sensex 39 
3-year returns compounded annual (95); as on Nov 29, 06 

NAV in Rs per unit Source: Mutualfundsindia.com 


. ШОШО FUNDS 

.. ТҮРЕ: Invests in short-term T-bills and call money 

| market to provide liquidity 
BEST STRATEGY: Works as a Savings account and 
returns here are slightly better. Best suited to park 
funds temporarily instead of lying in savings account 


RETURNS: -9 to 6 per cent (3 years) 

NUMBER OF FUNDS: 96 

LIC MF Liquid Fund-(G) ^ 13.25 6 
Kotak Liquid- | MJ6 6 
Inst Premium Plan-(G) | 

Tata Liquid Fund-SHIP-(G) 1,345.56 6 


CRISIL Liquid Fund Index. 5 


| 3-year returns compounded annual (95); as on Nov 29, '06 


INCOME FUNDS 


TYPE: Invests largely in corporate and government 
x debt. Returns subject to interest rate fluctuations 


BEST STRATEGY: Focus on funds that invest in debt 
paper that will mature in 1-3 years as they reduce 
volatility. Best suited for conservative investors 


` RISK: Low 
` RETURNS: -2 to 8 per cent (3 years) 
| NUMBER OF FUNDS: 68 


Scheme NAV Returns 

| Prudential ICICI LTP- 15.2920 8 
Cumulative | 
Сапіпсоте Scheme- 13.0455 6 
Growth Plan | 


Libra Bond Fund-Growth 13.9105 5 
3 


CRISIL Composite Bond 
Fund Index 


3-year returns compounded annual (%); as on Nov 29, '06 
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portfolio should look like. Your 
risk profile will give you more 
equities or more fixed income 
depending on your aggressive or 
conservative bias. However, it's 
important to always have some 
equities in your portfolio (or eq- 
uity funds), no matter what your 
age. In times of inflation, this will 
be the portion of your investment 
that protects you from the damage, 
not your fixed income. Also, the 
fixed income of your portfolio 
should be diversified. 

Having said that, there's really 
no need to buy all and sundry 
funds as it's difficult to keep a 
tab on all the funds and their per- 
formances. Pick and choose be- 
tween a few funds in the sectors 
that you want to allocate. We 
have drawn an illustrative asset al- 
location strategy (see A Whole- 
some Strategy) keeping in mind 
different age profiles. If, for in- 
stance, you are in the 25-40 age 
group, then a bulk of 70 per 
cent of your funds could be in- 
vested in equities for the long 
haul. But it's in these funds that 
you should exercise caution in di- 
versifying. If you are a taxpayer, 
you would need to invest in tax- 
saver funds as well. 


The Core Strategy 
On an average, an equity fund 
has roughly about 40 stocks in 
its portfolio. If you invest in six 
funds, then you have indirectly 
invested in more than 240 stocks. 
Assuming there are some over- 
laps, an investor would easily 
have about 150 stocks in his port- 
folio. That seems more than 
enough diversification in equi- 
ties. Adding more funds will do 
more harm than good to your al- 
ready over-diversified portfolio. 
Therefore, it's important to keep 
a core list of five-six funds where 
you continue to invest regularly. 
This market is clearly skewed 


towards large-cap stocks, so target 
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We ге one of the largest credit risk insurers on the planet. 
There isn't actually anything more that we'd like to state. 


e Turnover Policies 

e Exposure Policies 

e Standard and Small Exporter Policies 

e Consignment Policies 

e Service Sector and IT Enabled Services Policies 
e Specific Policies 


C 
ISO 9001: 2000 Certified [A Government of Indio Enterprise) 
(For Head Office and 34 Branches) You focus on exports. We cover the risks. 


Insurance is the subject matter of solicitation 
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А Wholesome Strategy 


There's more than one way to build a fund portfolio, but keep an eye on broad allocation. 
40-60 


Investor age group: 25-40 


Equities 80 Debt 20 


25 Mid-cap or ELSS* 
^ 10 Index 
10 Sectoral or Specialty 
3 20 Capital protection or 


income funds 





Equities 60 





35 Large cap 





Figures їп per cent *Not more than Rs 1 lakh 


about two-three large-cap funds in your portfolio. And 
about one-two in a growing sector fund that captures the 
infrastructure and core sectors, and lastly, one multi-cap 
fund that can shift allocations depending on the mood 
of the market between large- mid- and small-cap sectors. 
If you are looking for a passive investment strategy 
and are confident that the economy will do well in 
the long run, an index fund is your way to go. Says A. 
Balasubramanian, Chief Investment Officer, Birla 
SunLife AMC: "If we are looking at markets rising in the 
next two-three years, index funds are better placed 
than a sectoral fund. Apart from diversifying the port- 
folio, it will bear lower risk than the diversified equity 
fund." So, you may want to consider an index fund that 

has the lowest tracking error 












60 and above 


Equities 30 Debt 70 


25 FMP 
5 Mid-cap or index 


10 Capital protection 


15 Short-term 
income 

20 Income funds 
25 Large cap 


Source: ВТ Research 





Debt 40 










20 Mid-cap or ELSS* 
15 Income funds 





35 Large cap 


with the market. 

Besides, it’s advisable to keep the philosophy of the 
fund house in mind. Funds performance should not be 
hampered if a fund manager exits and a new one 
comes in place. Do keep a tab on your funds per- 
formance every six to nine months. If your fund is not 
in the same quartile as the rest of the funds in that seg- 
ment, you may want to switch to another better per- 
forming fund. While a fund’s past performance is not 
an indication of future performance, it certainly is a 
yardstick to measure ability to generate returns. Total 
return is generally regarded as the best measure of 
fund performance, because it is the most comprehensive. 
Meanwhile, short-term returns may not tell the whole 
story. Look at a fund’s performance over a longer pe- 





Where Do Experts Invest? 





T'S NO SURPRISE THAT SANJAY PRAKASH, CEO, HSBC AMC, BELIEVES IN THE LONG-TERM 
POWER of equities and so he diligently transfers Rs 10,000 every month from 
cash fund to his equity fund. “About 70-75 per cent of my investments are in 
mutual funds. Of these, 70 per cent is in equity funds and the rest in fixed 
income", says Prakash. In equity funds, Sanjay's allocation is skewed 
towards large cap funds, which comprise 50 per cent of his invest- 
ments, while about 30 per cent is in multi-cap funds and 20 per cent 
in mid- and small-cap funds. Sanjay looks for long-term consistency 
of diversified funds over sector funds as that is a short-term strat- 
egy and carries higher risk. Of the balance, that is debt, he has di- 
vided it among fixed maturity plans, short-term debt plans and cash 
or liquid funds. Sanjay looks for consistency and a strong or- 
ganisation to zero in on the few good funds. Apart from HSBC, he 
has invested in two funds of select fund houses. This enables him 
to track as well as diversify his investments. “Organisation, man- 
agement and track record are important for me,” he says. "I 
don't believe in investing across funds nor do | churn, but | do re- 
balance my portfolio every year," he adds. 
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riod of say about three years. 

But easily the best strategy in 
equity funds is to follow a systematic 
investment plan (SIP). Apart from 
inculcating the discipline of invest- 
ing regularly, it avoids sentiment- 
driven investments and helps the 
investors to take the advantage of 
rupee-cost averaging. With auto- 
debit facility available, one only 
needs to give standing instructions to 
the bank and the money will be 
debited from savings account to the 
fund. “Investment into equities is a 
process. The future financial posi- 
tion of an investor and the past in- 
vestment in equities will depend 
on the investment through SIP,” says 
Hemant Rustagi, Chief Investment 
Officer, Wiseinvest Advisors. 


Debt Strategy 


For those who do not have the 
gumption for risk, but want a little 
bit of security as well as marginal ex- 
posure to equity, you may consider 
a capital protection plan as part of 
your overall debt strategy. With sav- 
ings rate account being low due to 
the unstable interest rate scenario, 
the best investment avenue for in- 
vestors has been FMP (fixed maturity 
plan), floaters and cash funds. 
Apart from delivering higher 
rates of interest compared to saving 
banks, liquid fund can easily be 
liquidated, compared to bank fixed 
deposit and even ЕМР. When you 
have some funds lying idle while 
switching between funds or looking 
for alternative investment plans, a 


Should You Invest in an NFO? 


Not unless it is offering something really different. 





HIRTY THREE NEW FUND OFFERS (NFO) WERE LAUNCHED TILL DATE THIS YEAR WITH VERY 

little distinction between each of them. Most new funds were in the diversified 
equity category, but a few of them were closed-end, long-term equity funds and 
ELSS. So far, the combined equity funds have garnered over Rs 30,600 crore 
But how have they performed and should you invest in them? 

Only one new fund offer managed to outperform the Sensex over a three- and 
six-month period. The Sensex recorded a 16 per cent and 25 per cent retum com- 
pared to the 13 per cent and 15 per cent return recorded by these NFOs. Retum- 
wise, clearly most new funds aren't really outperforming, so why are investors put- 
ting money in NFOs? 

Among the many reasons, investors still think that they are getting a fund at 
Rs 10, which appears like a discount, but it's not so. New fund will have to in- 
vest in the market at current levels. Say you are buying 30 companies of the 
Sensex in proportion to the index, you have to pay the rate at 14,000 levels. 

Therefore, for investors, unless something different is offered in the fund, like 
say an insurance scheme or a new strategy of investing, be wary of investing in 
all NFOs. Invest in existing funds as they have a track record. Says Sanjay Prakash, 
CEO, HSBC AMC: "Until it's a new concept that has long-term sustainability, it 


doesn't make sense to invest in equities through NFO.” 


liquid fund is perfect. Last year, 
liquid funds delivered returns in 
the range of 6-7 per cent. Mean- 
while, an FMP is more tax efficient 
than fixed deposits. Unlike fixed 
deposits, where investors pay a tax 
between 22.5 per cent and 33.7 
per cent, depending on one's in- 
come, an investor would only pay 
10 per cent long-term capital gains 
tax on FMPs. Says Sanjay Prakash, 
CEO, HSBC, "Investors can invest 20- 
30 per cent of their allocation in 
short-term debt, FMP and liquid 
funds. Apart from being liquid, it 
helps to generate greater return due 


to lower taxation." 

Broadly, you should have an 
idea about the kind of returns that a 
fund can generate. At best, look at 
around 10-15 funds in both equity 
and debt than have one too many 
funds that require a lot of track- 
ing. If you have a larger percentage 
of investment in equities, you could 
have a few more equity funds in 
your portfolio. On the other hand, 
if you have a portfolio that's skewed 
towards debt, then you can make 
room for a couple of additional 
debt funds. And lastly, every now 
and then re-adjust the focus. 
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Оп the Pepper Trail 


There's big opportunity in commodities as volumes soar and arbitrage 
increases. Here's a primer to profiting from commodities. ANAND ADHIKARI 
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Spot the price difference: And make a fast buck 


HETHER YOU WANT TO 
invest in agri-commodi- 
ties or metals such as gold 


and silver, commodity exchanges 
are an exercise enough in antici- 
pating the future. But if you do not 
want to predict where the prices 
are going, all you have to do is spot 
price differences between exchanges 
to make a small buck. All you re- 
quire is speed. 

Little wonder, investors are 
learning the nuances to benefit 
from price differences. Among 
them, Hiralal Gupta has found ar- 
bitrage a convenient as well as a 
profitable option over the short 
haul. There are many ways and 
different strategies to find arbitrage 
opportunities, but Gupta works 
with the simplest one called cash 
and carry (see Smart Options). His 
idea is to take advantage of the dif- 
ference between the spot and the 
futures market. Gupta bought 
10,000 kg of jeera (cumin) at Rs 
1.96 lakh, warehoused his inven- 
tory against a delivery slip. Gupta 
then sold his stuff on the exchange 
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in the futures market at Rs 2.20 
lakh. After deducting margin costs 
and other charges towards ware- 
housing, insurance and brokerage 
amounting to Rs 10,000, Gupta 
pocketed a cool Rs 14,100. Good 
enough for a day's work. 

It's not rocket science to know 
the nuances of arbitraging, but it re- 
quires speed and alertness to grab 
an opportunity. Says Ajoy Pathak, 
Associate Vice President, Kotak 
Commodity Services: “There are 
opportunities that come periodi- 
cally but they also vanish quickly as 
smart investors discover the op- 
portunity to make a fast buck." 
Arbitrage is one tool to make 
money by spotting price difference 
between two trades (spot and fu- 
tures), or two contracts with dif- 
ferent maturity (near month and 
far month, or inter-exchange, say 
MCX and NCDEX) in a single com- 
modity like soya and even between 
domestic and international ex- 
changes in commodities like gold 
and silver. 

Analysts suggest a calendar 


Smart 0ptions 


What you should know to 
partake of the boom. 


What's it? 

CASH & CARRY: Buy a commodity in the spot 
market and sell the same in the futures market 
CALENDAR SPREAD: Buying near month 
(1-month) contracts and selling far month 
contracts (3-month). 

INTER-EXCHANGE: Playing the difference in 
prices of a commodity in two different 
exchanges 

DOMESTIC & GLOBAL: The price difference 

in a commodity between the domestic and 
global markets 





Minimum Capital Requirement 
CASH & CARRY: Rs 5,00,000 

CALENDAR SPREAD: Rs 1,00,000 
INTER-EXCHANGE: Rs 2,00,000 
DOMESTIC & GLOBAL: Rs 5,00,000 


Risk 

CASH & CARRY: Sourcing commodity/ 
counter-party risk 

CALENDAR SPREAD: Quality risk 
INTER-EXCHANGE: Basis risk 
DOMESTIC & GLOBAL: Currency risk 


Return 

CASH & CARRY: 15-20 per cent 
CALENDAR SPREAD: 14-15 per cent 
INTER-EXCHANGE: 14-15 per cent 
DOMESTIC & GLOBAL: 14-18 per cent 


Commodity 

CASH & CARRY: Agri-commodities (pepper, 
guar seed, jeera) 

CALENDAR SPREAD: Guar seed, pepper, etc 
INTER-EXCHANGE: Soya bean, pulses, etc 
DOMESTIC & GLOBAL: Gold, silver and crude 


Source: BT Research 


Returns are annualised 


spread arbitrage strategy is the best 
starting point for investors as it re- 
quires less capital and you are deal- 
ing only in the futures market. 
Here’s a bit of backgrounder on 
the main arbitrage strategies and 


how you can go about arbitraging. 
Cash and Carry: This involves both 
a cash transaction and a forward 
transaction in the futures market. 
“Essentially, you buy a commod- 
ity in the spot market and sell the 
same commodity in the futures 
market and vice versa," says Sunil 
Ramrakhiani, Head (Commodities), 
IL&FS Investmart Commodities. The 
investor pockets the difference be- 
tween spot and futures market after 
deducting his expenses. The costs, 
which could vary anywhere be- 
tween 3-5 per cent for a spot trans- 
action, storage and insurance cost, 
are then deducted from the selling 
price. Arbitrage opportunities are 
available only because of ineffi- 
ciencies in the market. But a strategy 
such as this is not without its risks. 
"There is a counter party risk in 
cash & carry because the spot mar- 
ket is not well developed in India," 
concurs Ramrakhiani. 

Calendar Spread: In commodity 
markets, there are three types of 
future contracts available from near 
month (1-month) to far month (3 
months) which more often have a 
tidy price difference. “This strat- 
egy is the safest as you are dealing 
in one exchange and a single com- 
modity," says a commodity ana- 
lyst. Depending on the price, you 
can either buy the near month and 
sell far month or vice versa. You 
pocket the difference. 

Between two exchanges: The two 
leading commodity exchanges— 
MCX and NCDEX—cover most of 
the commodities, but to different 








"There is a counter party risk 
in cash & carry as the spot 
market is not well developed" 
Sunil Ramrakhiani, Head, Commodities, 
IL&FS Investsmart Commodities 


Hedge Yourself 


How to play it safe in commodities. 





"There are opportunities that 
come periodically but they 


also vanish quickly" 
Ajoy Pathak, Associate Vice President, 


Kotak Commodity Services 





e Commodities are seasonal in nature and hence always avoid thinly traded commodities 
e If the futures price behaves against your initial call, cut your losses by putting a stop loss rather 


than carry forward your position 


e |n a spot transaction, agricultural commodities carry a high risk of not getting accepted at the warehouse 


e For precious metals, always study the commodity cycle and international linkages as commodity 
market takes cues from international markets such as LME or COMEX 


e Always trade in tech savvy МОХ or NCDEX platform 


specifications and quality. Therefore, 
the prices cannot be comparable. 
However, in certain commodities 
like soya bean and some pulses, the 
specifications are same, offering in- 
ter-exchange arbitrage if there is a 
major price difference between the 
two exchanges. Remember arbitrage 
is possible only when the products 
are standardised, otherwise the in- 
vestor has to bear the loss arising out 
of a conflict of products. 

Domestic versus global: Stand- 
ardised products such as gold and 
silver are some of the commodities 


that have arbitrage potential 
globally. *One needs an in-depth 
knowledge of global commodities 
and their price behaviour," says 
Ramrakhiani of IL&FS. Besides, fac- 
tors such as currency risks also come 
into play. “You need to hedge cur- 
rency exposure as any adverse 
movement could bring down your 
gains, or increase losses," says 
Kotak's Pathak. All the same, arbi- 
traging may work best if you narrow 
down to a few commodities in the 
domestic market and keep a watch 
for the opportune time. 
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Д Second Home? 





Many families are investing in more than one property. Should you? SHIVANI LATH 


Dr Uday Sahu seems comfortable 

with, it's house property. Not 
satisfied with his first house the 
44-year-old bought in Gandhinagar, 
Hyderabad, way back in 1997, he 
purchased another larger apartment 
in Hitech City in 2004. But his 
move paid off as property prices 
began to rise so he booked another 
apartment at Kukatpally (an edu- 
cation hub on the north-west fringe 
of the city) and bought a further 
800 square yard plot in the plush 
Jubilee Hills, where he intends to 
build a bungalow. 

What is driving the passion for 
property in this paediatrician and 
neonatologist? Several factors—the 
aspiration for a better life for his two 
kids (he moved into the larger, sec- 
ond flat at Hitech City and rented 
out the first), the soaring value of 
property (the 2,200 sq. ft Hitech 
City flat which he bought for 
Rs 40 lakh today commands a value 
of Rs 85 lakh), and the various tax 
benefits available on successive prop- 
erty investments. “Investing іп prop- 
erty is a very good idea," Dr Sahu 
beams, referring to the value gains 
his various purchases have seen over 
the last couple of years and the inc- 
reasing demand for rental accom- 
modation, being driven by India's 
burgeoning IT and ITES sector. 

Dr Sahu is one of the growing 
tribe of people looking to buy 
their second homes as a retreat 
from the stressful city life, as a 
haven for old age, or as an in- 
vestment proposition. Says Anuj 
Puri, Managing Director, 
Trammell Crow Meghraj, a lead- 
ing property services company: 
"Second homes are in vogue with 
India's upper middle class peo- 
ple. Their bigger reserves of dis- 
posable income are leading to an 
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Dr Uday Sahu (top left) has invested in three additional 





properties in Hyderabad since his first house in 1997 


Not Taxing 


Second home buyers can also avail certain tax breaks. 





e There is no limit on the interest deductible, unlike the Rs 1.5 lakh limit on first home loan 


e No additional premium for a second home loan 


e since most of the second homes are bought with a view to rent out, it is advantageous from 
the perspective that you get a 30 per cent standard deduction on the rent earned, besides 
the deduction on the interest paid and municipal tax 


aspiration for alternative homes." 
He believes that the second homes 
tend to be more luxurious than 
the primary homes. *To make 
these second homes affordable, 
buyers look for spaces outside the 


metros," he says, adding that he is 
seeing a marked preference for 
upcoming Tier II and Tier III cities 
and also holiday destinations in 
this regard. But the key is to find 
the right location. 
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Not that Taxing 


One of the biggest reasons for the 
rush to buy that dream home, how- 
ever far away, is of course, the tax 
benefits. According to Chartered 
Accountant Gautam Nayak, there 
are several advantages for second 
home buyers. For starters, there is 
no limit on the interest deductible, 
unlike the Rs 1.5 lakh limit on first 
home loan. Secondly, if the sec- 
ond home is bought with a view to 
rent out, it is advantageous from 
the perspective that you get a 30 
per cent standard deduction on 
the rent earned, besides the dedu- 
ction on the interest paid and mun- 
icipal tax. Then, there is the added 
benefit of no additional premium 
for a second home loan. 

Harsh Roongta, CEO of 
apnaloan.com, a website that helps 
loan consumers obtain competing 
offers from three or four banks on 
various products, says it isn't really 
a big deal getting a loan for a second 
home. *If your income far exceeds 
what you are required to pay as in- 
terest, then there isn't any prob- 
lem," he says. According to him, 
world over, banks are upbeat about 
providing loans to first-home buyers 
because of the emotional attachment 
people have with homes and their 
fear of losing it. *This ensures they 
will pay and reduces the risk of de- 
fault considerably, in fact, almost 
makes the loans risk free." 
Interestingly, he adds, things are 
different when it comes to dealing 
with the second home buyers. In 
this case, however, when the homes 
are usually bought to rent out, the 
emotional attachment is less and 
it is subject to fluctuations in prop- 
erty prices. "If, for instance, prop- 
erty prices crash and with it rents, 
there might be greater potential 
for default. So from a credit per- 
spective it might be risky," Roongta 
says. The good news for buyers, 
however, is that there isn't any 
added premium for the risk associ- 
ated with a second home loan. 





Top Second Home Destinations 


Goa 


Hyderabad 


Pune 


Dubai 


Location is Key 

But looking for the right property 
that has the potential for apprecia- 
tion is what most second home buy- 
ers should look for apart from other 
aspects like accessibility and comfort. 
While some like Dr Sahu are buying 
property in the same city they live 
in, others are looking for more lux- 
urious and spacious homes outside 
their city of residence. Better suited 
locations are those where the dem- 
and is expected to remain strong 
or where there's a sizeable new dev- 
elopment happening. Currently, 
there are some popular destinations 
such as Goa and Hyderabad, acc- 
ording to Puri. Others such as Pune 
are also becoming second home 
hotspots. Besides, there are the well- 
known hill stations such as 
Dehradun, Mussorie, Nainital, 
Ooty, Mahabaleshwar, Khandala, 
Lonavala and Shimla. Overseas, 
Dubai is fast gaining ground. 





High demand for luxury villas; also rental apartments 
with yields and price gains at around 14 per cent 


Preferred second home location—cost of independent 
homes has appreciated by 60-70 per cent and 
apartments by 30-40 per cent last year 


Just three hours from Mumbai, Pune is witnessing 
an immense surge in construction of new housing 
projects for the well-heeled Indians and NRIs 


Hill Stations 

The places in high demand for second home buyers 
include Dehradun, Mussorie, Nainital, Ooty, 
Mahabaleshwar, Khandala/Lonavala 


People with a budget of Rs 2 crore or more are inc- 
reasingly eyeing this jewel of the United Arab 
Emirates. The incentives are a residential permit, 
greatly enhanced career prospects and a vastly enh- 
anced standard of living 


Source: Trammell Crow Meghraj 


Besides the luxury, soaring prop- 
erty prices in these areas are making 
them sound investment options. 
While Goa has seen rental yields 
and annual property price gains in 
the region of 14 per cent, in 
Hyderabad, the value of independ- 
ent homes has appreciated by about 
60-70 per cent and of apartments by 
30-40 per cent in the last one year. 
Pune is attractive, Puri says, because 
of its proximity to Mumbai. As for 
Dubai, he says, “People with a Rs 2 
crore budget are eyeing this desti- 
nation—the incentives being resi- 
dential permit, greatly enhanced 
career prospects and a vastly enh- 
anced standard of living." 

Whatever the reason—retire- 
ment or investment—it seems like 
more and more people are waking 
up to the advantages of buying their 
second home. 

ADDITIONAL REPORTING BY 
KRISHNA GOPALAN 
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Glick for a Deal 






There are lots of bargains available on the internet. Here's how 
and where to look for them on the net. KRISHNA GOPALAN 


HERE HAS NEVER BEEN A BETTER 
time for the Indian shopper. 
Time was when the festive 
season was the only chance shop- 
pers would get to find bargain 
deals, but now the whole concept 
of deals and shopping has acquired 
a new dimension. Deals are on 
throughout the year and it is only a 
question of being a little alert and 
acting quickly. And yes, there is 
no need at all to get to the closest 
electronics showroom if you are 
looking for a plasma television set 
or the Nokia outlet in the neigh- 
bourhood for that camera phone. 
The whole world is today on the 
internet and all you need is a com- 
puter, a credit card and some smart 
shopping skills. 
The new age shopper, over the 
next few years, could well be the 
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online shopper. Today, florists are 
available online, rail tickets can 
be booked online and—who 
knows— you could just buy a 
planet online if it does come up for 
sale! *The biggest advantage from 
online sites is the convenience fac- 
tor for the user," says Avnish Bajaj, 
Chairman, eBay India. 


Is Online Better? 

Would a buyer be better off buying 
a DVD player at a company show- 
room instead of buying it online 
where he cannot get to “touch 
and feel" the product? Without 
any doubt, the answer to that 
question would have been *yes" till 
about a couple of years ago. 
Today, the comfort level about 
making a purchase online has cer- 
tainly increased and this is ref- 


lected in the increasing number 
of transactions across product cat- 
egories. At the end of last year, 
the total value of the e-commerce 
market was estimated to be about 
Rs 1,200 crore and this number by 
the end of 2007 is expected to 
swell to Rs 2,300 crore. These 
numbers are heading northwards 
thanks to an increasing internet 
subscriber base, which today is 
around 40 million users from a 
level of three million in 1999, 

*[ think the touch and feel 
product is a myth. If a consumer 
is looking to buy a television set, 
how can he possibly make a pur- 
chase decision in 10 minutes at a 
showroom where over a hundred 
sets are shown to him," asks 
K. Vaitheeswaran, CEO, Fabmall. 
If consumer electronics was in- 


OUR INSURANCE PLANS OFFER 


MANY BENEFITS. 


AND TAX SAVINGS JUST HAPPENS TO BE 
ONE AMONG THEM. 


At MetLife, we believe life insurance should secure the future of you and your loved ones 


first, and save taxes later. And that's exactly why we have a host of guaranteed plans that 


protect you and your family. Plans that are tailored to your individual needs. 


So call us today to speak to our Financial Advisors for honest and need-based advice on how 


to plan your insurance. And, of course, your taxes too. 


“Subject to the provisions of sec, 80 C of the Income Tax Act 1961 & other provisions of the Act, 


Tax savings upto Rs.33,660/-* M еї Lif e 
Call 1-800-425-6969 now or SMS MetLife to 8888 


MetLife India Insurance Co. Pvt. Ltd. 
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deed such a difficult category to 
sell online, he has a quick answer 
to it. “ТШ last year, books sold 
the most in value terms on our 
site. This year, consumer elec- 
tronics has occupied that posi- 
tion," he explains. 

Overall, the products which sell 
the most through online shopping 
are consumer electronics (this in- 
cludes devices like the iPod). Users 
like Bangalore-based Sunil Kumar, 
who buys books regularly, says he 
bought Tbe Da Vinci Code online 
for Rs 220 against a cover price of 
Rs 260. "It was not just the price 
which was important. | wanted the 
book and did not have the time to 
go to a bookstore," he says. It is 
really consumers like Sunil that 
players such as Fabmall and eBay 
are targeting. 

Interestingly, as BT discovered, 
the prices of products like cell 
phones and рур players are higher 
if the shopper decides to go the 
online route. The difference in 
prices for low value handsets are 
about Rs 300 and this number gets 
larger as the user moves on to 
more expensive handset. For con- 
sumers, it makes more sense to 
look for big-ticket items like digital 
cameras, camcorders and expen- 
sive electronic items if he wants 
to get the best possible deals. 
Lower priced products tend to 
have little discounts. 

Clearly, for the Indian con- 
sumer the world of retail is just a 
click away. If he wishes to make a 
comparison across brands, that 
too is easily available. The fact 
remains that online retailing is 
surely becoming a way of life and 
booking air tickets or ordering a 
birthday cake has become an abs- 
olutely simple process—all from 
the comfort of your home. As it 
looks now, there will only be more 
products coming in at competi- 
tive price points and online retail- 
ing players are gearing up for that. 
"The way we price our products is 
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Where are the Deals? 


In top-end camcorders and digital cameras, the net offers plenty of 
bargains. In cell phones, buying offline seems a better option. 





PRODUCT: Sony DCR 
SR 40E 30GB Hard Disk Drive 
Camcorder SR 40 

PRICE ONLINE: Rs 37,200* 
OFFLINE PRICE: Rs 40,000 


PRODUCT: Sony DCR SR 80E 60GB Hard 
Disk Drive Camcorder SR 80 

PRICE ONLINE: Rs 46,550* 

OFFLINE PRICE: Rs 55,000 


Websites are eBay, Rediff and Fabmall 
* includes shipping costs Source: BT research 


that it will be the same if you pur- 
chase it offline or cheaper. It is 
never costlier than an offline opt- 
ion," says Vaitheeswaran. 

But can the consumer be sure 
that he is getting the best deal if he 
goes the online way? eBay's Bajaj, 
on the pricing issue, opines that 
the existence of so many sellers 
will help the consumer in getting 
the best deal. “Our usp has been 
that we offer a wide selection of 
products on eBay," he says. On an 
average day, the site claims to sell a 
cell phone every nine minutes, а 
consumer electronics product every 
seven minutes and a piece of jew- 
ellery six minutes. 

It is possible that the consumer 
might just land up with a product 
that is defective. Will the process 


PRODUCT: Canon 
Powershot A530 camera 

PRICE ONLINE: Rs 9,200* 
OFFLINE PRICE: Rs 10,400 











PRODUCT: Canon Powershot 
A540 camera 

PRICE ONLINE: Rs 11,200* 
OFFLINE PRICE: Rs 13,250 





proouct: Apple ipod 30 GB 
PRICE ONLINE: Rs 13,035* 
OFFLINE Price: Rs 16,700 


of replacing it be easy? This is a 
question that often crops up and 
online retailers will have to have 
an answer to this. “Our policy has 
been that all products will be taken 
back within seven days without 
any questions being asked. This 
is something we decided to do 
from a very early stage and our 
overall level of returned products 
is less than 0.1 per cent,” says 
Vaitheeswaran. He adds that qual- 
ity levels of products across cate- 
gories have improved tremen- 
dously and the behavioural pat- 
tern from a consumer's viewpoint 
too has changed. "As income lev- 
els increase," he maintains “spend- 
ing too goes up." And well, it's 
all just a click away. That should 
be music to the shoppers' ears. 
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Red FM Scores: ILI 06 
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Weekend vs Weekday: 


In Mumbai, the growth in weekend 
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audience records three times the growth 
in weekday audience. The weekday 
audience registers 1 per cent and 
weekend records 10.9 per cent. This 
positive trend is reflected in Delhi also. 
The weekend audience growth touch 
10.8 per cent and the weekday brings in 









































MORNING NO.1 
қоз Malis hha 


The New #27 


• Over 21 Lac new listeners in less than a year 


* Gap in listenership reduced from 22.1 Lacs 
to 3.6 Lacs from the erstwhile competitor 


e Clearly consolidating as the No. 2 radio station 
and doing so really fast in both Mumbai & Delhi! 


Radio Mirchi maintains its numero uno 
position in both the markets by 
increasing its reach from 43 per cent in 
2005 to 44.4 per cent in 2006 in Mumbai. 
While, the reach in Delhi has grown from 
70.4 per cent to 74.1 per cent. 

It is worth noting that Red FM has 
registered an impressive growth of 64 
2005, 
sured its reach at 20 per cent, while 
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NEWS ROUND-UP 


Algorithms Turn Managers 


A number of new schemes are using numeric formulas to 


determine portfolio composition. MAHESH NAYAK 


HERE'S A DIFFERENT TYPE OF 
T hitting the market 
these days which goes by a fancy 
acronym in the Us: quant funds—in 
long form that stands for quanti- 
tative funds. But there's much more 
to these funds than just a fancy 
name. They rely on mathematical 
models to determine the extent to 
which fund managers will invest in 
either equity or debt, and in some 
cases even decide in which fund to 
invest depending on the composi- 
tion of the stocks it holds. 

As of now, the sophistication 
levels are yet evolving in the 
Indian market, so not many fund 
houses have launched such 
schemes. Till now, about four 
have found their way into the 
market using complex algorithms 
to determine basic asset alloca- 
tion. With the markets running at 
all time highs, the strategy of 
most fund houses is to manage 
risks, and algorithms can play a 
big role here. Says Vikas Sachdev, 
National Head (Business Develop- 
ment), ING Vysya AMC, 
"Structured products have made 
a beginning and we will see more 
of these in the future. Markets 
are in uncharted territory so 
there's a need to focus on man- 
aging risk than on the returns 
through such funds." 

Algorithm-based funds bring 
in discipline to investing so fund 
managers can rely on them to 
make crucial investing decisions. 
"Structured products follow a dis- 
ciplined approach to investments," 
says Amar Pandit, Financial 
Planner, My Financial Advisors, 
"and at these high levels disci- 
pline comes handy." In a sense, 
structured funds are non-emo- 
tional as they follow a process of 
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making investments. They use dif- 
ferent market-based indicators 
that determine the process of al- 
location. For instance, Optimix's 
recent fund Dynamic Multi-man- 
ager Fund of Fund uses historical 
moving averages, the periodicity of 
which has not been disclosed. If 
the moving average crosses a par- 
ticular trigger on the upside, the 
fund then cuts back on equity and 
moves into debt. 

ABN-AMRO recently laun- 
ched a Multi-Manager Fund with 
Dynamic Asset Allocation Strategy, 
while ING Vysya has come out 
with a Dynamic Asset Allocation 
Fund and Optimix, a Dynamic 
Fund of Fund. HsBC AMC has 
launched an 85 per cent Capital 
Protection Oriented as a portfolio 
management scheme (PMS). This 
scheme aims to protect 85 per 
cent of the capital. 

If you are looking for some 
kind of discipline to your invest- 
ing, perhaps these funds make the 
cut. But if the markets are set for 
a long-term rally then investing 
in a product that controls growth 
at every rise could curtail returns. 
Pandit feels that retail investors 
can stay away from these prod- 
ucts. “Оп one hand we tell inv- 
estors not to time the market, but 
structured products are a form of 
timing the markets." More so, 
these funds don't fit the profile 
of a long-term investor. Long- 
term investors can withstand 
short-term volatility. Says Hemant 
Rustagi, CEO, Wiseinvest: 
"Structured funds rebalance every 
week or fortnight to avoid being 
hit by volatility. But long-term 
investors need not worry about 
shifting or re-aligning asset allo- 
cation every now and then." 


2006 











Backed by Numbers 


Four new schemes using algorithms. 





OPTIMIX DYNAMIC MULTI -MANAGER FOF 


Fund | Closed-end Fund of Funds 


Style Undisclosed moving averages 
are key determinants of equity 
_ and bond fund balance 


Fund manager Mugunthan Siva 
Launched November 10, 2006 
Benchmark  CRISIL Balance Fund Index 


ING VYSYA DYNAMIC ASSET ALLOCATION FUND 


Fund . Close-end Fund 

Style A complex preset formula determines 
asset allocation. Stock 
selection prerogative of fund manager 


Fund manager Equity: Paras Adenwala; Debt: 
_ Ramanathan K. 


September 27, 2006 
CRISIL Balance Fund Index 


Launched 
Benchmark 


ABN-AMRO MULTI-MANAGER FUND WITH 





DYNAMIC ASSET ALLOCATION STRATEGY 
Fund | Close-end Fund of Funds 
Style The simulation based on market 
movements. A rise will increase 
I allocation to debt and vice versa 
Fund manager Equity: Prateek Agarwal; Debt: 
. Mahindra Jajoo 
October 30, 2006 
CRISIL MIP Blended Index 


Launched 
Benchmark 





HSBC 85% CAPITAL PROTECTION ORIENTED PORTFOLIO 
Fund . Open-end PMS 


Style 85% of capital protected at all 
times. Requires minimum 
_investment of Rs 25 lakh 


Fund manager Sai Pampi 
Launched December 5, 2006 
Benchmark S&P Nifty 
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Sound Surveillance 


SEBI's new mechanism to track market deals could 
end price manipulation. 


OU MAY NOT HAVE TO WORRY ABOUT STOCK 

manipulation henceforth. On December 1, 2006, 
the Securities and Exchange Board of India (SEBI) 
launched a sophisticated Integrated Market Surveillance 
System (IMSS) to track trading data from all the market 
participants—stock exchanges, depository participants, 
custodians as well as data of clearing houses. Now 
SEBI will be able to keep tabs on any suspicious activity 
in the stock market in all segments. 

This new surveillance system can keep track of 
transactions for fractions of seconds and is designed to 
process 3-4 gigabytes of daily data. Besides, the system 
will store 1.2 terabytes of data which effectively means 
that SEBI can access seven years of transaction data 
without much loss of time, which will mean identifying 
possible manipulators in quick time. By integrating 





Keeping a Close Watch 

e The surveillance system will track data from all market participants 
e Capable of processing 3-4 gigabytes of daily data 

e lt will quickly analyse data and detect potential market abnormalities 


all the market participants, SEBI can now detect suspect 
transactions across the breath of the market. sEBi's 
whole-time member G. Anantharaman says that the obj- 
ective is to swiftly detect market abnormalities. 

However, SEBI will not be able to monitor the 
transactions on a real-time basis as it will obtain 
data from the stock markets only after market hours, 
and real-time surveillance will continue to be done by 
the stock exchanges. 

The new system, however, will strengthen skBr's abil- 
ity to monitor unusual or abnormal trading patterns and 
also to identify, analyse and initiate timely action 
against manipulators. The data, which will also be 
used for enquiry and research, is expected to accelerate 
SEBI's investigation process. If the project is a success, it 
should spell the end for stock manipulators. m 

CLIFFORD ALVARES 
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MF SCOREBOARD: NOVEMBER 2006 


The top five performers category-wise. 





MONTH 
RETURNS 





DIVERSIFIED EQUITY 
1 Tata Service Industries (00 


2 SBI Magnum Global Fund 94 УЫ 


3 SBI Magnum Mid-cap —— 00 
4 Коак Lifestyle 


5 HSBC Mid-cap Equity 
ELSS 

1 SBI Magnum Tax Gain Scheme 93 
2 ABN-AMRO Tax Advantage Plan — — — 
3 Principal Tax Savings | = ž 
4 
5 





ING Vysya Тах Saving | 0 
Kotak Taxsaver 


SECTOR FUNDS 

1 Reliance Diversified Power _ 

2 Кейапсе Media & Ent. | 
3 UTI Thematic Infrastructure 20 
4 ІЛІбгоміһ Sector Fund-Services 2 
5 UTI Thematic Banking Sector 





BALANCED FUNDS 

1 581 Magnum Balanced 067 
e — MEMINI | 
3 Tata Balanced 0 


4 HDFC Prudence — 
5 Can Balanced 








MIP 

1  ABNAMROMP _ 

2 UTI-MiS-AdvantageFund — — — 
3 НВС MIP-Savings Plan | — — — 
4  LUCMP — 


5 DWS MIP Fund-Plan A | 


INCOME FUNDS 
1 Віла Sunlife Income | 
2  GSahaalnom т 20 
3 DWS Premier Bond Fund-Regular Plan — _1 
4 Prudential ICICI Income ҒҒ. 15 
5 Prudential ICICI Income 


LIQUID FUNDS 
1 HSBC Liquid Plus Fund-IPPlus U — — 

2  LCMFlqud — у. cis 
3 DSP Mt Liquid Plus Fund-P — — 
4 DWS Money Plus - 


5  HDFCCashMgmtFund-SavingsPlus | 


Absolute returns percentage as of November 30, 2006 Source: Mutualfundsindia.com 


Aaj Tak has been declared the 'Best Hindi News Channel'at the 
Hero Honda Indian Television Academy Awards for the sixth 
year in a row.Thank you viewers, advertisers and cable 


operators for making Aaj Tak the Nation's Voice once again. 
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HUNTING JOBS 


onnecting Across Cultures 


The workplace is becoming increasingly multi-ethnic and multi-cultural. What 
are the new rules of engagement? RAHUL SACHITANAND AND SHIVANI LATH 


~~ 
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Getting global: Understanding cross-cultural nuances is gaining momentum across companies like Infosys 


S INDIA BECOMES INTEGRATED 

with the global economy, it 

is becoming imperative for 
people across industries to be pre- 
pared to work not just anywhere 
across the country, but across the 
globe as well. This places many 
demands on them, but, perhaps, 
the most important is the ability 
to quickly assimilate and work in 
alien cultures. “You have to be sen- 
sitive to local culture and tradi- 
tions," says Ravi Kant, Managing 
Director, Tata Motors. 


That, in fact, is fast becoming a 
key determinant of success in 
today's multi-cultural and borderless 
corporate environment. “Wipro’s 
IT services business is based on a 
Global Delivery Model. Both emp- 
loyees and customers come from 
every part of the world and, hence, 
understanding cultural nuances is 
essential," says Ranjan Acharya, the 
company's Corporate Senior Vice 
President (Human Resources). This 
comprehension isn't restricted to 
the rr industry alone, but to sev- 


eral other fast-growing sectors such 
as pharma, retail, infrastructure and 
manufacturing. *We are unleash- 
ing the largest talent pool in the 
world today and around 200 mil- 
lion people will join the nation's 
productive age bracket by 2013. 
The opportunity is there for all to 
see and it is for us to grasp it with 
both hands—but this will only hap- 
pen if we prepare ourselves to 
become truly global citizens," says 
P.C. Rajiv, Head (HR) ABB. 

To be successful in the global 


loday,international experience is almost becoming 
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marketplace it is imperative to fo- 
cus on areas such as etiquette, cul- 
ture, interpersonal communica- 
tions, conflict resolution and man- 
management skills, especially when 
teams are spread across geogra- 
phies. *The cross-cultural training 
at Tesco Hindustan Service Centre 
(Tesco Hsc) enables our people to 
understand and appreciate different 


cultures and customs, and this leads 72 


А ° A) 
to better service delivery to our _ 


” Ы 
customers," says Sudheesh X 


Venkatesh, Head (HR) Tesco HSC, NT | 
the Indian rr and BPO arm for the S 
British retail giant. 54% 


Today, international experience 
is almost becoming sine qua non 
for rising up the corporate hierar- 
chy. Ambitious executives will do 
well to remember that competence, 
even excellence, in one's core func- 
tions contributes only partially to 
one's success. "When we hire peo- 





UMESH GOSWAMI 


"We look not only for technical skills ^ "You have to be sensitive to local 


ple, we look not only for technical but also for cultural adaptability " Culture and traditions to succeed” 
skills but also for cultural adapt- — $. Padmanabhan, Executive Vice President Ravi Kant, Managing Director, Tata 
ability and the way they present (Global HR), TCS Motors 


themselves," says S. Padmanabhan, 
Executive Vice President, Global 


Human Resources, TCS. Ambitious HOW TO AVOID CROSS-CONNECTIONS 


executives, please take note. lowi when leagues (теге. 
Mohanbir Sawhney, McCor- — s Suri, ber rie mans 


mick Tribune Professor of | 
Technology and Director of the * Аека ar very арене ard poii You must be — what you 
Center for Research in Technology Lice ا‎ dum کا‎ FOU Кек еже — —— 
& Innovation at Kellogg Graduate ө The — are very slow in decision making, very hierarchical and have - 
School of Management, us, has been teams. You have to be patient when dealing with them. Also, do 
quoted in the media as saying that —— that you can crack а ‚деа! by going to Japan just once. It is — 
Indian executives, having mastered to approach Japanese companies through a mediator who is a respected 

the science of writing software code, member of their society. 








‚+ — D АЕ ЖЕ СЕ аА а шуа алс یپ ی‎ gu n ی ی ی‎ Au EL A. — — — 


must now learn the fine art of bal- ө The Chinese bargain very aggressively; always keep a large margin for bargaining. 


ancing wine glasses in their palms. | Ага la LA d ш йды га Алшер ты e Le Uto eS a ШАЙЫ» 2 


And therein lies the rub. Many e The French, the Italians and the Australians are very possessive about their 

Indian executives come from mono- | time. Don't expect them to sit with you ¢ outside of ee hours or on weekends 

cultural backgrounds and, so, find it just | because you are visiting. 

difficult to adjust to a multicultural z EPL. At. So т CUIU ШАКЕ ‚ҮК ТИГЕН AREE МУТА, 

environment. Many companies * 17 general, be sensitive to the fact that it is often difficult for executives in the 
aea eat West to digest the fact they are n [ to someone from the developing world. | 


work around this problem by жалт — | x a SS ayasa Geo rue uad ad 
developing in-house programmes ^ e Read up about local culture and NN Men Б assignment 
on the subject for their executives. to any country. 

Others hire cross-cultural trainers — — 
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"The opportunity is there for all to see and it is for us to grasp it with both 
hands—but this will happen if we prepare ourselves to become global citizens" 


P.C. Rajiv, Head (HR), ABB 


from outside. "Being a global citizen 
is mandatory today, especially in 
the rr industry, where global deliv- 
ery is the norm. The key to being 
successful in this world is the ability 
to operate seamlessly anywhere in 
the world," says Srinath Batni, 
Director & Head, Global Accounts, 
Asia Pacific, at Infosys Technologies, 
who oversees the company’s oper- 
ations in key markets such as Japan 
and Australia as well as emerging 
markets such as China. 

Kris Wadia, Partner, Global 
Delivery Network, Accenture, says 
quickly assimilating how business 
works is often the difference 
between success and failure. 
“Communications is the most 
important step in this process,” 
he says. For example, in Europe, 
West Asia and Africa, it is cus- 
tomary to greet people with a 
“Good Morning” or “Good Day” 
when you meet and also when 
you call in. Most Indians usually 
begin their conversation with a 
“Hello” (over the phone) or just a 
“Hi”. This may cause offence and 
lead your opposite number to 
think you are being rude or un- 
justifiably familiar. So, it is im- 
portant to understand how people 
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“Communication is the most impor- 
tant step to understand business” 


Kris Wadia, Partner, Global Delivery 
Network, Accenture 


belonging to different cultures re- 
act to a given stimulus (See How 
to Avoid Cross-Connections). 
Being a successful global ex- 
ecutive also often means unlearn- 
ing and re-learning best business 
practices depending on the local 
market. In China, for example, 
Infosys gives its employees exten- 
sive language training. "Language 
is something that is critical for 
markets such as China and Japan, 
where English is not the /ingua 
franca," says Infosys’ Batni. “Most 


managers chosen for foreign as- 
signments are selected for their 
skills and accomplishments in their 
home country; but these may not 
be useful in the country of their 
posting. Companies, and 
executives, must keep that in 
mind,” says ABB’s Rajiv. 

There are other issues that 
Indian executives have to get used 
to as well. “The Spanish have un- 
usually long lunch hours,” says 
Padmanabhan, “Here in India, we 
get 30-45 minutes on good days; 
on others, we eat on the move. 
So, it can be painful if lunch keeps 
dragging on... but we have to 
learn to be patient. Then, in the us, 
people start work very early—at 
6.30-7 a.m. and wind up by 4 
p.m. That is very different from 
the way we work.” But these are 
things that ambitious executives 
must take in their stride and get 
used to very fast. 

And it’s not just junior- and mid- 
dle management-level executives 
who have to learn new tricks. Even 
senior and top management per- 
sonnel also have to be on top of 
the learning curve if they want to 
play big roles in their companies. 
Among other things, Tata Motors’ 
Kant has had to learn to enjoy 
Korean rice and kimchi (fermented 
cabbage) and drink shots of Soju, 
the traditional Korean liquor fol- 
lowing the Tata takeover of 
Daewoo Motor’s heavy commer- 
cial vehicle plant. 

The moral of the story, then, is 
that globalisation is not something 
that politicians and business leaders 
discuss at Cabinet meetings, board- 
rooms and seminars. It has now 
reached our workplace and our 
lives. The sooner we embrace and 
internalise it the better it will be 
for us—professionally and person- 
ally. Swimming with the tide, after 
all, is so much easier than going 
the other way. 

ADDITIONAL REPORTING BY 
NITYA VARADARAJAN 


Call of the Sea 


Shipping services firms and shipyards can be 
great places to work in. 


HE DEMAND FOR MARINE ENGINEERS AND NAVAL 
Tine is at an all-time high. Why? Because the 
entry of the private sector into ship-building and the entry 
of more foreign lines into India is creating new 
opportunities every day. The one space to watch out for, 
however, is the ship building industry. As many as 10 pri- 
vate shipyards are expected to come up over the next 2- 
3 years and the job prospects for naval architects, engi- 
neers from various streams as well as mariners who do 
not wish to sail anymore, are huge. Says Subir Das, 
Deputy General Manager, АВ) Shipyards, a private sec- 
tor company in this space: “There is a huge difference 
between demand and supply. Only about 400 students 
graduate every year; the demand is at least three times as 
large. As a result, salaries are going through the sky. And 
our order books are full till 2020, so we have to hire." 

SHIVANGI MISRA 


FACT BOX 





WHO'S HIRING: L&T, Reliance, Essar, ABJ Ship- 
yards and almost every company that owns ships 


WHO'RE THEY HIRING: Marine engineers, electronic 
engineers, electrical engineers, structural 
engineers, naval architects and sailors who now 
want shore-based jobs 


AT WHAT LEVEL: Hiring is taking place across the 
hierarchy, from entry-level positions to top 
management 


AT WHAT SALARIES: Entry level salaries are in the range of Rs 6-10 lakh 
per annum (in some foreign firms this could go up to $3,000-4,000 a 
month); at mid-levels, salaries typically range from Rs 20-30 lakh p.a.; 
top level positions can come with eight figure salaries, especially in 
foreign companies 


SMS “HIRE BT 








COUNSELLING ` 


HELP 
TARUN! 


Q: | am a 50-year-old engineer with an MTech degree and 
25 years of work experience. For the past five years, | have 
been working as VP (Marketing) with a Mumbai-based 
FMCG company. | now want to shift to Delhi for per- 
sonal reasons, but the prospects are few. What should 1 do? 
There are several consumer product companies in 
Delhi. You could start by meeting some good recr- 
uitment consultants and by sending your resume dir- 
ectly to companies. Given the vast experience you 
have, and if you are financially sound, you could 
also explore the idea of setting up your own 
consultancy. 





Q: | am a 23-year-old BTech (Computer Science) working 
with an IT company for the past one-and-a-half years. The 
company sends senior executives for a six-month MBA pro- 
gramme to IIMs. | am in a fix whether to take up this offer 
or go for a full-time MBA programme. Please advise. 

As you have age on your side, you can afford to 
leave your job and pursue a full-time MBA pro- 
gramme. It will help you in the long run than just 
doing a part-time course. Besides, your company is 
more likely to send senior and experienced execu- 
tives for the programme and it will be a while before 


your turn comes. 


Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US - 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. | 








Senior Management Jobs 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Bangalore Software Services (P) Ltd., 
Vice President — Marketing, 
Bangalore, 10 - 18 Years, 2674782 
Applicant should have worked in an 
automotive or engineering industry as head of 
marketing. Ideal candidate should have a good 
relationship with the car, truck, tractor & 
Motorcycle OEM's in India. 

Dell, Online Content Developer - 
Team Manager, Bangalore, 

10-15 Years, 2531341 

The role's primary focus is on people 
management, streamlining online processes, 
improving online resource efficiencies 
(reducing opex, increasing productivity) and 
driving enhanced/consistent global online 
content. 


HDIL, DGM Architect, Mumbai, 

10 - 15 Years, 2639387 

Selected candidate will be responsible for 
monitoring of executions, co-ordination with 
site staffs for various projects including 
monitoring against prepared schedules, and 
inspection of quality of material & 
workmanship. 


Hindustan Construction Co. Ltd., 
Project Mechanical Engineer, 
Mumbai, 13 - 17 Years, 2693776 

The incumbent needs to be a person who has a 
thorough knowledge & experience of 
working with different kinds of cranes, 
caissons, batching plants, crushing plants, 
concrete pumps, floating crafts, large power 
generating sets, large dewatering pumps with a 
through experience of working with bridge 
construction. 

Husky Energy, Senior Project 
Controls Engineers / Specialists, 
Chennai & Mumbai, 10 - 15 Years, 
2707974 

He/She will play a vital role by assisting the 
project manager in managing key project 
variables related to all aspects of the project 
and project controls functions. 

IPsoft India Pvt. Ltd., Head of Sales - 
Remote Infrastructure Management, 
Bangalore, 10 - 15 Years, 2427301 

The candidate will be responsible for client 


delivery assurance and business development 
within India, Asia pacific business regions. 


HOW TO APPLY FOR THESE JOBS: 


Lambda Eastern 
Telecommunication, General 
Manager, Gurgaon, 25 - 30 Years, 
2663886 | 
The candidate should be a navy or airforce 


retired, Incumbent should have experience at 
the level of brigade or above. 


Minda Stoneridge Instruments 
Limited, Head Operations, Pune, 
15-20 Years, 2697874 

This person will be responsible for entire 
production, quality and purchase & storage 
activity, Must have the productivity 
improvement tools like VSM (Value Stream 
Mapping) line balancing, ТАКТ time 
reduction, customer complaint, warranty and 
rejection handling, 


NXP Semiconductors India, 
Architect (Product focus), Bangalore 
& Hyderabad, 9 - 12 Years, 2696874 
The candidate should have experience in 
design and development of real-time 
embedded systems and knowledge of С,С++, 
real-time embedded programming, and 
software architecture. 


Oracle India Pvt. Ltd., Product 
Manager/Program Manager, 
Bangalore, 10 - 15 Years, 2579457 

He will be responsible for establishing a 
working team with individuals from oracle 
support, documentation, curriculum dept., 
marketing, release management and product 
management to help deliver a full service beta 


PCS Industries Ltd., Software 
Delivery Head, Mumbai, 15 - 25 Years, 
2613915 

Тһе incumbent should have handled project 
delivery for multiple international projects. 
Will be responsible for total project delivery. 
Must have multiple technology exposure. 


SAP Labs India Pvt. Ltd., SAP-CRM 
Functional Consultant, Bangalore, 

10 - 12 Years, 2703306 

The incumbent will provide implementation 
consulting services to customers on design 
and implementation of CRM solution in the 
arcas of sales, service, marketing and channel 


management. 


Sun Microsystems, Software 
Engineering Manager, Bangalore, 

10 - 15 Years, 2700267 

The candidate will have the responsibility of 
quality, timeliness and quantity of the 
engineering deliveries. This position will work 
in a matrix organization structure. 


Tarang, V.P - Delivery, Bangalore, 
15-20 Years, 2546599 

The candidate should have good experience in 
BFSI domain. Experience in payment 
segment will be an added advantage, POS 
domain prefered, 


Tops Security, General Manager Y 
Admin. & Legal, Mumbai, : 
10-15 Years,2700800 

Should have knowledge and expertise of 
handling government authorities, PF/ESIC 
matters, labour law/ criminal/ property- 
related/ consumer redressals/ HUFs/ tax/ 
fidelity-indemnity laws. 


Tribal Fusion R & D India Pvt. Ltd., 
Solaris Server/Distributed System 
Engineering Manager, Noida, 

10 - 15 Years, 2536093 

The ideal candidate will be responsible for 
driving team working on Tribal Fusions Ad 
Server core technology. This position requires 
strong hands on Unix / C server development 
skills and excellent analytical capabilities. 


Wheels India Ltd., Manager 
(Purchase), Chennai, 10 - 20 Years, 
2688221 j- 
Should have knowledge of purchase, 
procurement and vendors related to 
manufacturing of axles or any mechanical 
engineering items. Responsible for in-house 
planning and ROI maintenance of 


engineering items. 


Wipro Limited, Senior Delivery 
Manager, Pune, 10-15 Years, 2690316 
The selected person will plan, facilitate and 
coordinate toward achieving the projects 
quality goals (process & product). Will ensure 
that all deliverables made to the customer 
comply with quality policy and standards and 
procedures established by Wipro. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. | 
Moytex Financial Software Ltd., SQL / 


DynPro India Pvt. Ltd., Mainframe 
Developer, Delhi, 2- 6 Years, 2707303 
Applicant should have working experience іп 
Mainframe, CICS, Cobol, JCL, and VSAM. 
Knowledge of Coolgen, PL-1, IMSDB, IMS 
isan added advantage. 


Aurobindo Pharma Ltd., Oracle 
Apps., Hyderabad, 2-7 Years, 2504569 
The candidate should have worked as a Oracle 
developer with excellent SQL and PL-SQL 
skills. 


CEI India Pvt. Ltd., J2EE Technical 
Leads, Chennai, 5 - 7 Years, 330065 
Should have experience in Java, J2EE 
Architecture, EJB 2.0, CMP 1.1 or 2.0, 
JSP/Servlet framework, gang of four design 
patterns, UML and expertise in rational 
unified process methodology. 


Celstream Technologies Pvt. Ltd., C# 
/ -Net Developer, Bangalore, 

2-4 Years, 2695263 

The candidate should have hands-on 
experience in .Net with CZ, C++, VC++. 
Should have worked on OOPS/OOAD. 
Should be good in client server architecture, 
webservices, remoting, Should be aware about 
multi-threading concepts. 


CEM Solutions, Tech Lead / Senior 
Developer, Bangalore, 3 - 8 Years, 
2686429 

The person must have experience & 
knowledge of Java, 2EE (JSP, Struts, Session 
Management, Security) in Linux (any Unix 
flavor) platform. Should have knowledge 
about Apache-Tomcat /JBoss Web Server, 
clustering and shell scripting. Should be strong 
in troubleshooting/debugging. 


DCM Data Systems (IT Division of 
DCM Ltd.), UNIX System 
Administrator, Gurgaon, 4 - 9 Years, 
2616417 

An ideal candidate should have strong 
knowledge of UNIX / LINUX / AIX 
installation, configuration and administration. 


ETP International Pvt. Ltd., Test 
Engineer-Manual Testing, Mumbai, 
2-3 Years, 2689652 

Responsible for defect reporting and tracking, 
installations of product and releases on pre- 
sales m/c, end to end Integration testing of 
ETP products, coordinating with 
development team for getting the fix and latest 
version for the demo. Should have experience 
in testing and knowledge in Microsoft SQL 


Ikanos Communications (I) Pvt. Ltd., 
Software Quality Assurance Test 
Engineer, Bangalore, 5 - 7 Years, 
420552 

Will work with the engineering team members 
tO create test processes, various test 
specifications, test cases & scenarios for 
sanity, integration, regression, alpha, beta & 
production testing of all software of Ikanos 
VDSL/ADSL products. 


I-Link Software Pvt. Ltd., Java /J2EE 
Developers, Bangalore, 2 - 6 Years, 
2675202 

Should have application server experience, 
preferably with IBM websphere, webLogic, 
IIS and Jboss. Should have worked with tools 
such as ANT, AJAX, JUnit, NUnit, and some 
source code tool such as CVS, VSS, etc. 


Induslogic, Lead - Usability 
Engineering, Noida, 4 - 6 Years, 
2693512 

Should have experience in implementing 
usability engineering and design. Should have 
ability to understand customer requirements 
and draw up usability and design project plans. 


Intelliswift Software India Pvt. Ltd., 
Project Leader / Senior Software 
Engineer, Mumbai, 4 - 8 Years, 
2692167 

Candidates must be very well - versed with Pro 
C with hands - on experience in it. 


Ixia Technologies Pvt. Ltd., Technical 
Manager/Team Leader-WLAN, 
Kolkata, 5 - 12 Years, 2580531 

The candidate should have experience in 
working with C/C++, Linux/VX 
Works/Windows. Familiarity or 
understanding of WLAN protocols 802,114, 
llbandllg, 


Server Developer (TL/PM), 
Hyderabad, 6 - 12 Years, 2693255 
The candidate should have experience in 


ø 


| 


database design and development skills 


including views, triggers, report and stored 
procedures in both SQL Server Transact-SQL 
and Oracle PL/SQL. 


à 


OTC Software, .Net Developers / | 


Senior Software Engineers, Noida, 2 - 
4 Years, 1882015 

Will be responsible for development of a web 
based GIS applications, Will participate in low 
level design and perform coding & unit testing 
of several modules of the product. 


s 
И 
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Procentris India Pvt. Ltd., Team | 


Leader - Dotnet, Mumbai, 3 - 8 Years, 
2588362 

Will develop web applications as well as lead 
teams to solve critical business problems while 
using his/her leadership skills to coach a team 
working together to deliver an aspect of 
project architecture. 


Thorogood India Pvt. Ltd., Business 


Intelligence Developer, Bangalore, 
2-5 Years, 2678909 

The selected candidate should have 
experience of providing BI consultancy 
services, preferably to clients in the 
pharmaceutical, consumer packaged goods or 
financial services sectors, They should have 
demonstrable skills in two or more of the 
following technologies: Microsoft SQL 
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Server, SSIS, DTS, analysis services, 


Microsoft sharepoint, cognos, business 
objects, Oracle OLAP, SAP BW, Microsoft 
biztalk or Siebel. 


Sonata Software, Oracle Developer, 
Bangalore, 3 - 4 Years, 2584023 

The candidate should have knowledge and 
working experience in PLSQL, Oracle. 


V2Soft Pvt. Ltd., Unix Shell Scripting 
Professional / Tech Lead, Bangalore, 
5-8 Years, 2709318 

The candidate should have strong experience 
on Unix K-Shell scripting, Should have hands 
on exposure of Oracle (PL/SQL) and prior 


experience on production support. | 
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; Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


ACL Wireless Ltd., Manager - 
Business Development, Delhi, 

` 4-6 Years, 2468113 

The candidate would work closely with 
different departments within the company for 
achieving the end business objectives for the 
` region. 


. C.G.Technosoft Pvt. Ltd., Head of 
. Marketing Department, Mumbai, 

` 5-10 Years, 2703810 

. The person needs to define target customer 
` and segment for Indian market, & define local 
. marketing strategies & plans to address the 
identified segment. 


Changepond Technologies Ltd., 
. International Business Development 
Manager, Chennai, 5 - 15 Years, 
399574 

The candidate should be able to understand 
customer's requirement and design technically 
. and commercially superior solution by 
. effectively utilizing & deploying the resources. 


Ebay, Asst. Manager - Seller 
Marketing, Mumbai, 3 - 4 Years, 
. 1834450 

. Should identifv potential customers by 
` defining market categories & geographical 
` priorities. Should develop & implement 
` targets & incentive plans to guide the business 
acquisition team towards achieving the same. 


Fulcrum Logic, Inc., Business 
. Development Executive, Mumbai & 
Pune, 2-5 Years, 2535718 

The candidate should have excellent 
knowledge in complete IT sales cycle from 
prospecting to closure. Experience and 
knowledge of lead generation, market 
` penetration and business development 
. through networking, 


` GE Industrial, Consumer & 
. Industrial, Customer Segment Mgr. / 
PLP Sales, Delhi, 5 - 7 Years, 2696537 
Incumbent will be responsible for 
` independently handling regional segment 
. business, locating potential upcoming 
` building projects, planning out the yearly & 
. monthly regional budgets, carrying out the 
A&SP activities & ensuring achievement of 
. regional weekly, monthly & annual sales 
` budget. 
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Imageware, Business Development 
Manager, Delhi, 3 - 6 Years, 2378723 
Candidates should have experience in sales 
and marketing of software solutions, web- 
based services & other IT Services. In addition 
to having the ability to build a brand & 
position it globally, he/she should have strong 
leadership, managerial & analytical 
capabilities. 


Kruger M & E Industries (I) Pvt. Ltd., 
Sales Engineer, Mumbai & Pune, 
1-5 Years, 2674374 


The candidate should have experience as a 


sales executive in HVAC Industry. The . 


candidate will be responsible for achieving 
sales target in his/ her's respective territory. 


Magna Services (I) Pvt. Ltd., Head 
Marketing, Mumbai, 8 - 13 Years, 
2707549 

The candidate will be responsible for 
developing brand strategy based on overall 
business plans, conceptualizing the brand 
look & feel based on the designer input on 
current & future design & fabric forecasts and 
formalizing the processes involved in creation 
& execution of seasonal campaign. 


Nortel, Marketing Co-ordinator, 
Bangalore, 2 - 5 Years, 2702838 

The successful candidate will own the 
database, keep it updated, segment it and make 
reports available for marketing campaigns. 
Responsible for tracking leads generated from 
marketing campaigns and following up with 
the relevant sales teams to ensure that leads are 


handled appropriately. 


One Inda, Business Development 
Manager, Hyderabad, 5 - 10 Years, 
2664167 

Responsible for generating business from new 
accounts which includes proposal 
preparation, understanding competition and 
correct positioning. 


Orix Auto & Business Solutions Ltd. 
(D), Asst. Managers / Manager - Lease 
Marketing, Mumbai & Pune, 

4 - 6 Years, 2610759 

Responsible for branch target & profitability 
of the branch, increasing business and explore 
opportunities for growth in the branch. 


monster.com 


Real Soft Inc., Sr. Executive-Business 
Development, Bangalore, 3 - 5 Years, 
2695649 

The candidate should have very good 
knowledge about account management, 
channel management, tele-marketing and 
product/solution sales. Should have 
experience in a software products/service 
organization. 


Sorix Solutions Pvt. Ltd., Business 
Development Manager, Hyderabad, 


` 3-6 Years, 1874205 


The incumbent should generate leads and 
actively participate in sales cycle. Must have 
international telesales and selling enterprisy 
application offshore services (Oracl? 
eBusiness Suite) experience, 


Third Eye Technosoft Pvt. Ltd., Pre- 
Sales Manager, Mumbai, 

3-4 Years, 2707042 

The candidate should have worked on 
ERP/CRM/.NET enterprise applications, BI 
applications (any of these) in more than one 
vertical with complete SDLC. Knowledge of 
SPS 2003, .NET, workflow, application 
integration, SQL server database, active 
directory. 


TNS India Private Ltd., Head - 
Business Development, Mumbai, 

9 - 12 Years, 2675859 

Responsible for meeting the business target 
for the territory, tracking the industry, 
understanding industry issues, understanding 
client's business issues, probatively proposing 
solutions & initiatives, marketing and delivery 
of syndicated studies. 


Vintron Informatics Ltd., Sales 
Manager, Delhi, 3 - 7 Years, 2672839 
Candidate should be capable of creating a 
dealer network throughout the country. 
Should have experience as a sales manager in 
any manufacturing industry. 


Winsoft Technologies (I) Pvt. Ltd., 
Marketing Manager, Mumbai, 

5-7 Years, 423707 

Should have experience in IT - software 
marketing/sales. Should have experience in 
handling marketing and promoting sales, 
presenting solutions to customers and 
generating new leads. 


monster.c 
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With Monster's new and revolutionary Magic 
Search, you can find him in a flash (4th row from 
the bottom, no. 14 from left). Justtype your search 


criteria in one single box and experience the А 
magic. With 32% more new resumes” than its monster.com Ке} 
nearest competitor, Monster makes finding the —— 
perfect candidate easier than ever. To know more 

SMS “HIRE BT” to 3636. 


"Source: Last 30 days, new resume search results as on 25th October 2006 








AI ITY, * BIRLA GROUP Is a 


A US $9.7 billion corporation with a market 
capital of US $15 billion, the Aditya Birla Group 
is anchored by an extraordinary force of 82,000 
employees, belonging to 20 different nationalities. 
Over 25 percent of the Group's revenues flow from 
its operations across the world. The Aditya Birla 
Group's products and services offer distinctive 
customer solutions worldwide. The Group has 
manufacturing operations in 14 countries. 


The Aditya Birla Group enjoys a leadership 
position in all of the sectors in which it operates. 
It now has ambitious growth plans in the area of 
retailing. In order to establish a leadership position 
in this sector, the Group invites leaders in the 
following functions: 


(Reference Code - 001) 


The Group requires astute merchants with 
strong commercial skills in buying and sourcing 
experience across categories such as Food and 
Grocery, General Merchandise including Consumer 
Durables, Electronics, Homeware and Furniture and 
Apparel and Personal Accessories. Applicants are 
required for the following positions: 


‘Category Heads (20 years plus experience) 
*Category Buyers (8 to 15 years) *Buyers and 
Assistant Buyers (2 to 10 years) *Merchandising 
Heads (15 years plus experience) *Merchandising 
Managers (7 to 15 years) * Assistant Merchandising 
Managers (2 to 5 years) *Packaging Professionals 
(5 to 20 years) 


International experience would be a plus point. 








Quality Control Professionals 
(Reference Code - 002) 

Individuals with experience in setting, testing 
and improving quality standards in the product 
categories of Perishable and Non-Perishable Food, 


Electronics and Apparel are invited to apply for the 


following positions: 
* Head of Quality Control *Category Quality Control 
Managers *Regional Quality Control Managers 


International experience would be a plus point. 


Supply Chain Professionals 
(Reference Code - 003) 

Experienced individuals in managing supply 
chain and logistics for both domestic and overseas 
sourcing can apply for: 

* Head of Supply Chain *Logistics Head (Domestic) 
* Logistics Head (Overseas) * Logistics Managers 
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People with lesser experience would be considered ` 


for reporting roles to the above positions. In addition, 
the Group would require people with experience in 
running large scale distribution centers. 


International experience would be a plus point. 


Store Designers and Planners 
(Reference Code - 004) 

Architects / Interior Designers with experience 
in retail and service industry format design would be 
ideal. The Group needs visionaries who can give life 


to business plans, developing and taking concepts to 
actual retail units and merging the merchandising 


— 
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plan with the Brand architecture of the corporate 
entity. Exposure to and knowledge of CAD / CAM 
would be necessary. 


(Reference Code - 005) 
Outstanding individuals with strong commercial 


skills in identifying and negotiating real estate are 
invited to apply for the following positions: 


*Head Business Development *Regional Business 
Development Managers *Managers - Business 
Development * Project Managers 


Successful candidates must have strong 


X understanding of regional and local issues with 


regard to commercial properties. Prior experience 
in managing businesses in various markets across 
India, helps in giving a valid business perspective to 
the sourcing of real estate. Project Managers would 
have strong technical and execution skills with a 
background in civil engineering. 


Human Resources 
(Reference Code - 006) 


The Group recognizes that Retailing is a peoples 
business and therefore invites human resource 
professionals with a proven record in business, for 
the following positions: 


Head Learning Center: Applicants to this position 
will be responsible for envisioning, designing and 
execution of a Learning Center that would address 
the training needs of the retail supervisory and 
customer contact work force. In the 15 years plus, 
of the applicant's experience, he would have worked 
in industries with high customer contact and ideally 
been in the training and development function. 


Business HR Leaders: This leadership position 
provides Human Resource solutions to the 
businesses it supports. Applicants will lead a team 
of HR professionals to provide these solutions and 
be part of the Business Leadership Team. In the 
applicants’ 12 years plus, of post MBA experience, 
they would have handled large portfolios and 


preferably had some experience with start-ups too. 


Applicants with lesser experience, but the desire 
to contribute to this team, are welcome to apply. 
They would be considered for junior positions in 
the team. They would work іп the portfolios of 
Talent Acquisition, Management or Development. 


Finance 


(Reference Code - 007) 


Finance professionals with 8 to 20 years 
post-qualification experience, are invited for the 
following positions: 


Business Finance Leaders: This leadership position 
will provide solutions in the financial space, to 
ensure that each business achieves its objectives. 
Qualified finance professionals with 15 years or more 
of experience, with a strong business orientation 
would be successful in this role. 


Finance Managers / Executives: Professionals with 
5 to 15 years of experience are required. They must 
ensure that the commercial rigor in the business is 
met with defect free execution and without forsaking 
speed. The following areas of expertise are relevant: 
Project Accounting / Loss Prevention / Taxation 
and Compliance / Working Capital Management / 
Accounting and Audit. 


All positions would be based out of Mumbai. 
Please respond mentioning the reference code and 
position applied for, in the subject line of your email 
to us. 

We request you to apply within 7 days to 
abriresumes@adityabirla.com. All applications will 
be treated as strictly confidential. 





TAKING INDIA TO THE WORLD 


ADITYA BIRLA CORPORATE COMMUNICATIONS / VYAS GIANNETT! CREATIVE 


1729 - "What a dull number " 





Visiting Ramanujan in a Cambridge hospital where he was being treated for tuberculosis, Godfrey Harold 
Hardy said: "I rode here today іп a taxicab whose number was 1729. This is a dull number." Ramanujan 
replied: "No, itis a very interesting number; itis the smallest number expressible as a sum of two cubes in 
two different ways." It's not just his mathematical prowess that is exhibited in this anecdote, but a love for 


numbers. 


We are looking for people who truly have a passion for numbers. People who eat, drink and sleep numbers. 


Fidelity Investments is one of the world's largest providers 
of financial services, with custodied assets of more than 
$2.6 trillion, including managed assets of $1.3 trillion as of 
July 31, 2006. Fidelity offers investment management, retirement 
planning, brokerage, human resources and benefits outsourcing 
services to more than 22 million individuals and institutions as well 
as through 5,500 financial intermediary firms. Headquartered at 
Boston, Fidelity has more than 40,000 employees located in 
23 countries across 4 continents. 


Fidelity started its Indian operations in September 2001 at 
Gurgaon and expanded to Bangalore in November 2003. Fidelity 
employs over 5,000 employees across IT, Business Processing 
Operations, Implementation and Business Analytics & Research 
Employees deliver world-class applications, solutions, products 
and services that provide Fidelity s worldwide businesses а 
competitive edge. 


The Business Analytics and Research team, based out of 
Bangalore, is totally aligned to & integrated with the US business. 
The team provides a wide range of analytical and research 
solutions under the following major capabilities: 


= Marketing Sciences & Database Modeling 
s Investment Analysis, Research & Modeling 
= Business Intelligence & Marketing Services 


Fidelity requires experienced professionals for the following 
positions for Business Analytics and Research. 


All positions are based out of Bangalore. 


The Fidel india and pyramid logo is used under icense 


Analyst/Sr.Analyst- Quantitative Research 

(Job Gode: SA-QR) 

A Masters degree in a quantitative discipline (Mathematics, 
Engineering and Statistics) from a top tier institution and some 
programming experience in C, C++ or VB. The role will require 
working closely with Quant analysts in fixed income securities 
valuation and portfolio risk modeling. 


Analyst /Sr. Analyst- Data Modeling 

(Job Code: SA-DMA) 

Masters (PhD is an added advantage) in Economics/ Finance/ 
Marketing/ Industrial Engineering/ Marketing/ Operations 
Research/ Statistics/ Bio-statistics or in any other quantitative 
discipline. The candidate should have a flair for quantitative 
analysis and 1-5 years industry experience in areas like 
Customer Relationship Management, Campaign Management, 
Marketing & Market Research. 


Sr. Analyst/ Specialist - Consulting and Decision Support 

(Job Code: SA-BIMS) 

An MBA degree or equivalent with minimum 3 years of consulting 
experience with large, established consulting firms. 


If you have the passion for numbers and want to join a core team 
that will play an integral role in Fidelity's global growth, email your 


resume to careersindia(Qi 


‘A 


Please mention the job code in the subject line. 
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www.praxis.ac.in 


An GS Initiative 


Academia. 
Meet industry. 


Praxis Business School has been conceptualised with the vision of creating 





industry-ready global contributors. A fully residential school in Kolkata, it is an initiative 
of IMS and Avenues. Praxis Business School will operate in association with XLRI, 
Jamshedpur. This association encompasses the areas of curriculum design, faculty and 


student exchange, joint research and consultancy, among others. 


We are looking for people to participate in our endeavour. If you believe in the concept of 


"Praxis" - the application of theory to practice- and are a Phd or an MBA (with industry 


and teaching experience) from a premier institute, we would like to hear from you for 


faculty positions in the following areas: 


Finance and Accounting 

Economics 

information Technology Management 
Human Resource Development 
Operations Management 

Strategy 


Write to us within ten days of this advertisement to future @praxis.ac.in or to the 
Director, Formal Education, IMS Learning Resources, IMS House, 10D Hungerford Street, 


Kolkata 700017. Suitable candidates would be considered for positions of Associate/ 


Assistant Dean in the areas of Academics, Student Activity and Research. 


Remunerations will be commensurate with qualifications and will match the very 


best in industry. 


FAX Jj 


Business School 
CELEBRATE YOUR WORTH 


Open for Business 





Atul Chitnis 


Open source advocates gathered once again under FOSS.IN, 
but they had trouble connecting with end-users. RAHUL SACHITANAND 


National Science Seminar Complex, 
Bangalore 


T IS ALREADY 30 MINUTES PAST 

the scheduled start, but there 

are few signs of any activity 

on stage for the sixth edition 

of India's largest free and 
open source symposium, FOSS.IN. 
While the gates were opened at 8 
a.m., veterans of the event seem to 
have read the situation perfectly, 
sauntering in 10 minutes before the 
scheduled start and forming a wind- 
ing queue that extends all the way 
to the busy C.V. Raman Road out- 
side. Inside the 950-seater audito- 
rium, delegates are just beginning to 
find their places and firing up their 
laptops to take notes on the fly and 
tweak their presentations in the last 
minute. Six years after the event 
was first held in Bangalore, little 


192 BUSINESS TODAY 


DECEMBER 31 2006 


seems to have changed about the 
look-and-feel of FOSS.IN. Attendees 
are almost exclusively open source 
and free software code-jocks and 
unlike dozens of other academic 
and business conferences hosted at 
this centre, there’s an air of infor- 
mality around this one. 

“We are for, of and by the open 
source community,” Atul Chitnis, 





9 NVd3dG АЧ SHIVHOOIOHd 


the man behind this event and the 
founder of Exocore Consulting, a 
Bangalore-based open source solu- 
tions vendor, says in his opening 
remarks, when the event finally gets 
rolling, nearly an hour behind 
schedule. As always, there are sharp 
jibes at enemy #1 Microsoft (revo- 
lving around their platforms and 
software such as .Net and Win- 
dows), but despite the growth of 
open source in India (with even 
state administrations such as Kerala 
plumping for it), there are few signs 
that the scope of this event has 
changed. The keynote address, this 
time around by Suparna Bhat- 
tacharya, from IBM India, is packed 
with some 30 slides of tech jargon 
and has end-users and the plain 
curious fleeing for the exits. 
“Keynotes need to be more broad 
based and thematic,” one such 
attendee tells this writer as he seeks 


M8LAMILAJ 0f ursy 


3NOZ зауні 3334 


33PAOUAS — | == 


oe = — v. —— — A oco noy 


® uojuJou UID LJO2'J4WÁSPa ШОЭ'јодиоэЛәиош ETTI моду euo өч! | 
ішігі u2JeesaH JOULE, aDpejwouy Aq рәәмоа 68:080005 8]BI20SSV Josuods b5unuəsəiq 






300300000 
sawn ‘JOPJO 21шоиоэә ром əy} ui eunjejs Meu в ери бишлб 10} peunouou әзәм 5047 ueipuj do} әләцм “9002 SDJeMy OAD x 
| Əuo7 әрр!| 98J4 MVH 9 BLAL-OGND әш JO 15е2Әә) 2U} uojeA, 'Áujouooe S,uuoneu 2U} oj uongnqujuoo ejqen([eAu! 
Jeu] 20; рәјеуоцәј әзәм SOJO peyedses ош suongeu әш '|{еиоцешәуш об oj peme sseuisnq 151} SeiIpu| ці 


SLA L эмо UVE. 1744 


a» М8 


(neg pue ѕиҳѕен әшоәп) :=ҹоцә desig лу '(ejdi9) ueuusuxeupeH `S лүү '(euoz әре 8814 Yyy JO езәиәе юрәлп pue 039) пешо ІН ешеѕѕпо IW ‘(PN seibojouuoe, sAsojuj) 
id ѕериецоуу A `L "IN '(seuaweig payun) іребипрәм wey uw '(euoz әре 9844 цешецу |у зең jo ueuureu2) museo |у бес шя esey uxieus sseuuDiH SIH '(S4010JN ее) әјреу иәәлеш лүү '(euoz 
pei a2914 ueuireuy [у seg JO opang 1uejsissy) Ipeusunjw fy welen ‘SW '(Duruuejg 3 Áuou023 jo asu) usen Iv eugn] euxieus ÁAouejeox3 19H '(e9uugd UMOID) !LuISEO үу Jbes шя pnes uxreus 
зәмцбің SIH ‘(pI ery meug) edno му UW ‘(вәлеәле uojduio1) nier ^g 'g JW ‘eng Av) euurs jueuins JW 'Cpr1 озан) MISIN 549 JW '(8LAL-98NO) ueÁeieApebueu? jiujues JW :H 0} 1 oly 








— 3NOZ7 30YNI 33H43 
> 








bt reporter's diary 


refuge at the snacks stall. 

Chitnis argues that *having a 
recognised and respected Indian 
developer (Suparna Bhattacharya) 
doing the opening keynote to a 
standing ovation, and the subse- 
quent positive reactions, was a mas- 
sive achievement". He claims that as 
a result of this re-orientation, many 
new projects have been started and 
more people are showing interest 
in the free software movement. The 
interest from a techie's standpoint is 
evident from the line of white tent 
just behind the main auditorium, 
where people set up on-the-spot 
discussion boards and projects. 

General users of Linux and 
other open source offerings are, 
however, clearly aggrieved with the 
schedule offering attendees a tech- 
nology-intensive programme, filled 
with sessions on Linux and Art of 
Minimalist Development by iBM's 
Bhattacharya, Using Gentoo Portage 
to Build a Sandboxed Application 
Stack and complete geek-speak talks 
on The TFRC Tunnel Protocol—an 
XFRM-based tunnel driver for Linux 
2.6. "There are numerous other 
events around India all year round 
(for example, Freedel in Delhi or 
Gnunify in Pune) and user groups 
that already cater to newcomers 
and advocacy," contends Chitnis. 
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[his engineering student has put an 
operating System on a pen drive 


Anil Gulecha, a student at the JSS Academy 





In between this blizzard of tech- 
nology talks, there are actually some 
more generic presentations on bridg- 
ing the digital divide using free soft- 
ware and more expectedly a vitriolic 
attack on the existing model by 
Christoff Wittig, founder and СЕО of 
db4 objects, who attacks the current 
model for "stifling innovation" and 
arguing that well-oiled open source 
projects can actually earn money. 
Over the last few months, state gov- 
ernments, most notably Kerala, have 
made a very public pitch for open 
source software products, at the 
expense of Microsoft. 

The intense technology focus, 
however, takes its toll on the total 
number of participants (down to 
2,000 compared to over 3,000 a 
year ago) as well as the range of 
participants for this event. *This 
was intentional—we refocussed the 
event to increase both the quality of 
talks and the interaction between 
people at the event,” says Chitnis. 
The event is an ideal platform for 
some companies such as Sun 
Microsystems and SpikeSource to 
advertise their products. *We be- 
lieve that India offers us one of 
the largest communities of 

open-source proficient techies 
globally," says SpikeSource's 
Vice President Gajanana 
Hegde. Others such as Anil 
Gulecha, a third year engi- 
neering student at the 155 
Academy, Bangalore, also use 
this opportunity to show off 
the BeleniX operating system on 
a thumb drive. *You can now 
download the entire BeleniX os 
onto your thumb drive and use it 


India offi rs us the El Қ 
tes ol open-source proticient techies 


Gajanana Hegde, VP, SpikeSource 


anywhere,” says Gulecha about his 
first open source project. 

Rather than target large com- 
panies with Linux and other open 
source software (and application 
based on it), SpikeSource’s Hegde 
says that small businesses are adopt- 
ing Linux and Linux-based solu- 
tions because they no longer have to 
pay for the hefty licence fee 
Microsoft demands. “This is a good 
carrot for them to save some costs... 
When you are 50-100 people, you 
don't want to spend your whole 
budget just on rr,” he argues. Aside 
from being unable to afford ex- 
pensive licence fees, using Linux 
and other open source technolo- 
gies means that there's a much 
larger pool of technical help at hand 
if a bug had to be fixed. *Most of 
these companies can't afford to 
spend on large teams for support 
and maintenance, but open source 
communities can be approached 
anywhere to fix a bug," says Hegde. 

While large corporates are al- 
ready locked into dominant closed 
offerings from the likes of 
Microsoft, open source votaries ar- 
gue that the booming 2.5 lakh 
strong SMB market may just hold 
the key to the Indian market. *The 
small and medium business (SMB) 
segment registered a strong dou- 
ble-digit growth in PC shipments," 
says Piyush Pushkal, Assistant 
Manager, PC Research IDC India. 

While Bangalore became a bee- 
hive of open source activity for 
three days in late October, it 
remains to be seen if Chitnis & Co. 
can persuade computer users to 
dump Microsoft for open source. ш 
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Banking Legend 


The story of how Sandy Weill rose from nothing to create 
the world's biggest bank. К. SRIDHARAN 


THE REAL DEAL W $1.5 TRILLION IN ASSETS, CITIGROUP 
: is double the size of Indian econ- | 
By Sandy Weill and omy. Yet, the man who built Citi—at 
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Judah $ Kraushaar least, as we now know it—struck out on his 


oe Books own only in 1960 with some $30,000 in bor- 


Price: Rs 680 


rowed capital. That’s not how most entrepre- 
neurial stories turn out. But, then, Sandy Weill | 
is no ordinary entrepreneur. For a man who | 
grew up as a shy kid and slow learner, Weill's 
act remains unsurpassed in the global banking 
industry. The Real Deal is the story of how 
Weill, inconceivably, came to lord over the | 
biggest bank in the world. 

Written in collaboration with—no, not a 
BusinessWeek or Fortune reporter, but—a 
former Merrill Lynch analyst, the book is 
gripping simply because of its subject. While 
it clearly presents Weill's life and events as the 
man himself saw them, the memoir is frank 
and direct to a large extent. Weill makes no 
bones about his differences with John Reed, 
the man behind Citicorp, with which Weill 
merged his own Travelers Group to create 
Citigroup. *Many may perceive that I had it in for John from day one 
of the merger, but that notion is absolutely false. It was only after see- 
ing John's shockingly detached management style that I lost confidence 
in our partnership," writes Weill. 

Interestingly enough, two Indians feature prominently in Weill's 
memoir. One is Ram Charan and the other is Victor Menezes. The former, 
a management consultant (or “а globe trotting corporate shrink of sorts" 
as Weill chooses to describe him), is brought in to sort out differences be- 
tween Weill and Reed, and it's a task he performs well. It's at Charan's be- 
hest that Reed accepts the “division of labour" as suggested by Weill—an 
arrangement that moves Reed to e-Citi and leaves Weill in charge of Citi's 
businesses and financial functions. But it's the bit about Menezes that should 
surprise a lot of people in this country. Not only was Menezes а protégé | 
of Reed, but he was also seen as a potential СЕО at Citigroup. That, 
however, was not to be. Menezes, says Weill, was responsible for the $2 
billion in losses that Citigroup bore following the currency meltdown in 
Argentina in 2001 and 2002. “The events," writes Weill, “revealed im- 
portant flaws in Citigroup's management model. I gradually realised to my 
disappointment that Victor Menezes stood at the center of our issues." As 
it turns out, Menezes got the rap for downplaying the risks that Citi ran 
at the time of Argentina's political and economic turmoil. 

It's possible that the people who feature in Weill's memoir don't see 
things quite the way he does, but The Real Deal is as honest and self-crit- 
ical as any man writing about himself can be. In other words, it's one of 
those autobiographies you don't want to miss reading. 
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P for Performance 


Ever driven a Porsche? If you haven't, and even if you have, let BT's 
KUSHAN MITRA describe the experience for you. 











(fairly fast) towards high speed, a 
911 is insane. One second you're 
still, five seconds later you've cros- 
sed 120 KMrH and the digital 
speedo is blurring. 

Then you hit the brakes. 

Sheer acceleration is one thing. 
Stopping from a tad under 200 
KMPH hour to a dead-stop in four 
seconds flat—in barely 50 metres, 
and hear this, with your hands off, 
yes, off, the steering wheel but main- 
taining a straight line—is an expe- 
rience to remember. Now, this re- 
porter has floored lots of cars and 
gone very fast and driven several 
thousand kilometres in test-drive 
vehicles, but nothing, nothing has 
ever come close to matching this. 

Okay, the dirty little secret over 
here is that Porsche is not an ab- 
solutely insane company. To make 
sure that journalists don't completely 
lose the plot, it made sure that a 
strict German instructor from its 
training centre sat next to us while 
driving. And to make sure that egos 
don't bloat up to unimaginable sizes, 
before the journalists were allowed 
to grip the steering wheel, they got a 
round of the circuit the way "it 
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should be done”, or rather, in my 
case, a "let's see you hold on to 
your breakfast" round. 

Our instructor Sebastian, a rally 
driver by profession, just let his 
driving do the talking, and the un- 
used Amby Valley airstrip we drove 
on had been nicely made into a lit- 
tle 2-km long circuit with a few 
short straights and some sharp, 
twisty chicanes. 

We managed to sink our grubby 
commoner hands around two mod- 


AVENNE TURBO 
KERB WEIGHT: 2.355 kg 


— 


TOP SPEED: N.A. — 0-100 kmpt 





els of the 911 (sadly, not the 911 
Turbo) but before that, Porsche 
wanted to showcase its other vehi- 
cles as well. So, we got a round in 
the Cayenne Sports-Utility Vehicle 
and the Cayman, a hard-top version 
of the Boxster roadster over two 
quite different challenges. 

The Cayenne, Porsche's 
best-selling car in India, accord- 
ing to Ashish Chordia, Chief 
Executive, Shreyans Motors, 
Porsche’s distributor in the country, 





is quite a capable suv, but in this 
country, like in many other places, 
most owners never get a chance to 
highlight this vehicle’s tremendous 
off-road capabilities. 

One says tremendous because 
the car can really do things that 
few other vehicles can and not 
just because of the turbocharged 
4.5 litre, 450 horsepower engine. 
The car managed a 25-degree side 
incline as if it was child’s play and 
even more impressive was its “Hill 
Holder” function, wherein if one 
takes one’s foot off the pedal on an 
incline, the car just stays put— 
and the car was on a 30-degree, al- 
beit rather small, hillock. But, the 
reason this car sells so well, is 
mainly because of its massive road- 
clearance—up to 270 mm com- 
pared to the road-hugging pro- 
files of the rest of the Porsche 
range. And when confronted with 
potholes—the Porsche team had 
kindly dug a few bomb craters be- 
forehand—the Cayenne thundered 
through as if it were a baby ele- 
phant—come to think of it, a 
rather oversized baby elephant. 

Once the off-road section was 
dealt with, the instructors allowed 
us behind the wheel to have a little 
go on the straight of the airstrip. 
When you open this monster up, 
with a huge roar and a slight shud- 
der as the turbo kicks in, this three- 
ton leviathan moves like its smaller 
siblings. Mind you, Porsche does 
not insure you for the damage that 
driving one of these will do to 
your petrol bill. 

But, if the Cayenne impresses 
with its off-road handling, the 
Cayman does so with its on-road 
handling. The Porsche team had set 
up a short 250-metre-long slalom 
(zig-zag to you non-autolytes) course. 
Now, moving a car on a slalom 
course is never easy; such a course 
puts tremendous pressure on the 
suspension and the body. The 
Cayman handled this immaculately, 
while drivers knotted their arms 
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PORSCHE 
PRICE: Starts from Rs 60 lakh 
ENGINE: 3179 cc, 280 hp 
TOP SPEED: approx. 270 kmph 


twisting the wheel from side to side. 
Sebastian took the drivers out on a 
spin down the circuit before we got 
a chance to put the 295 horsepower 
Cayman S through its paces. Let's 
just put it like this, Sebastian fin- 
ished his run in under 25 seconds; 
the fastest this writer could man- 
age was a shade over 32. seconds. 
The fastest person in the entire 
troupe of journalists could manage 
only 30 seconds flat. But, it wasn't 
just about the timed runs, which 
this reporter wasn't really great at; 
the slalom run is great, unadulterated 
fun for any petrol-head. 

The event, which Porsche had 
organised as part of a roadshow 
for customers and potential cus- 
tomers, was an unmitigated suc- 
cess, Of course, as Mohamed 
Rehman, Managing Director, 
Porsche Centre India, admitted, 
the company didn't expect to sell a 
lot of cars because of this, *but 
when a person wants to buy a per- 
formance vehicle, hopefully, he 
will think of Porsche". 

Increased sales of luxury and 


KERB WEIGHT: 1,385 kg 
0-100 kmph: 5.4 secs 





sportscars are usually indicative of a 
booming economy and as the Indian 
economy is on high heat, sales can 
only improve and events like this 
can only help. But, no matter how 
hot the economy is, it is unlikely 
that reporters or editors in this 
country will be keeping any of these 
on their driveways anytime in the 
near, or for that matter distant fu- 
ture. The cheapest car in the Pors- 
che line-up is the open-top Boxster 
S that sells for a cool Rs 60 lakh; the 
top-end 911 Turbo comes in at an 
even more eye-popping Rs 1.5 
crore, but that doesn't mean that the 
1:18 scale model of the Cayenne 
won't get a prominent place on the 
mantelpiece! The real one costs a 
crore by the way! 

However, if you do want to buy 
one of these, and if you have a 
crore lying around to spare, you 
can visit the Porsche showrooms: 
In Delhi @ Porsche Centre India, 
A-31 Mohan Co-operative Industrial 
Area, Mathura Road. 

In Mumbai @ Shreyans Motors, 
13, N.S Patkar Marg. Ш 


bt printed circuit 


Share Your Life! 


A variety of free online tools allows you to share pictures 


and videos with friends and family. 


HE INTERNET IS A BIG, AND 
sometimes scary, place, but 
some of the things that you 
can do online are fascinating. 
Many of you reading this article 
have camera-enabled phones; 
some of you might even have dig- 
ital cameras or, better still, digital 
camcorders. The internet offers 
you several ways to showcase 
your creativity. The easiest way 
for you to do this is to use a plain 
vanilla service such as Yahoo's 
Flickr (www.flickr.com) or HP’s 
Snapfish (www.snapfish.com). Both are very simple serv- 
ices but offer limited bandwidth to users. Flickr, which is 
the more popular service, and in my opinion, easier to use, 
has an upper limit of 200 pictures you 
can upload using the free service. But, 
you can directly post them on to a blog if 
you have one and there are several other 
tricks you can pull off with Flickr. 
However, though Flickr is good, there 
15 also Picasa (www.picasa.com) from 
Google which is an absolutely fantastic bit 
of software (for free). Picasa began as a 
free photo editor with the ability to mildly 
tweak your images, but it has become a lot 
more. Flickr processes images automati- 
cally, whether you want to or not and 
Snapfish's software, though good, isn't 
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as easy to use as Picasa. After 
you've tweaked your images, 
you can, if you have a Google 
account, press a button and upload 

them on to Picasa's web album. 

Today's mobile phones, too, can do a lot more. 
The Nokia N93 that we used is a tremendous visual de- 
vice (see The Hardware). So, we ended up taking quite 
a few videos; now there was the little bit about sharing 
them. You could, if you wanted the data charges to shoot 
through the roof, use Nokia's fairly decent M-blog 
(www.nokiamblog.in) application to host both images 
and video, but for the latter, one would recommend 
either YouTube (www.youtube.com) or Google Video 
(video.google.com). Now, while everybody raves about 
YouTube, the fact is that it really isn't that easy to surf 
about. I prefer Google Video, which is better indexed. 
However, YouTube's upload procedure 
is quite simple and it does accept a mul- 
titude of video formats, including 3GP, 
the standard video compression format 
used by most cell phones. 

Interestingly, there are a lot of 
YouTube-like sites being started in India; 
| noticed MeraVideo (www.mer- 
avideo.com) which really needs to sani- 
tise its content slightly. See the images and 
videos from the N93 at printedcir- 
cuit.blogspot.com, and there is a lot 
more coming there. 
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SAPTARSHI BISWAS 


ANERIE! 


SHAMIK B 


ть 
Тһе Negotiator 


THE BIGGEST MISTAKE INDIAN TRADE OFFICIALS САМ 
make with us Deputy Trade Representative 15 to 
simply go by his name. For, KARAN BHATIA, 34, is 
Indian only in name. Like bureaucrats in India are dis- 
covering, the Washington, D.C.-born trade rep is as 
aggressive as any American. "India's bilateral trade 
with the Us is more than 20 per cent of its total 
trade and this trend is rising, but if high regulations 
persist in India, the relationship might see a nega- 
tive change," warns the Princeton University, 
London School of Economics, and Columbia 
University-educated Bhatia. Ever since he was ap- 
pointed as the Deputy Trade Rep last year, Bhatia 
has been doing the rounds of Delhi, meeting heavy- 
weights like Montek Singh Ahluwalia and Kamal 
Nath.“I am satisfied with the pace of my ongoing 
talks, but a lot needs to be done on the regulations 
side," he says, possibly not for the last time. 








Taking the Next Call 


FOR SANDIP DAS, THE NEXT CALL HAS JUST COME. THE 
Deputy Managing Director of Hutchison Essar is set 
to take up his new assignment as CEO of Malaysia's 
largest telecommunications company, Maxis. Das, 48, 
has been a Hutchison-Essar veteran of 13 years, 
and in fact was Hutch's first employee in India. 
Das, an FMS alumnus, will join Maxis in the mid- 
dle of January next year and describes his stint 
with Hutch as one of *pure, unadulterated joy." 
*(Maxis) is a natural next step in my career and 1 
am excited about stretching my own frontiers," 
Das told вт. Maxis, which has a subscriber base of 
more than seven million in Malaysia, has a pres- 
ence in Indonesia and India as well. Given his 
track record at Hutch-Essar, this is one chal- 
lenge Das must be looking forward to. 





Scoring a Point 
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50-year-old Mittal's growing links with the country. He recently 


acquired a majority stake in Bulgarian steel producer Kremikovtzi, and has asked the coun 


trv's former Vice-Premier Alexandar Tomov to help snag the deal KA not incidentally, 


is the most successful football club in Bulgaria, with 30 national titles. However, 
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ft s and the world's biggest 


steel company Arcelor-Mittal? The 


vounger Mittal seems to have found a totally unexpected route to Europe's heart 
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Men in Blue(s) 


THIRTY YEARS AGO, IT WAS PIYUSH PANDEY'S 
fond hope to make it to the Indian cricket 
team. But while his buddy from St. Stephen's 
College (Arun Lal) made it, Pandey, 50, had 
to look for other ways to make a living. 
Today, he is the Executive Chairman of 
Ogilvy & Mather India, but is still a cricket 
buff. So, when the Board of Cricket Control 
in India (BCC) invited him to give a pep-talk to 
the Indian cricket team getting thrashed in 
South Africa, Pandey was overjoyed, but una- 
ble to because of his schedule. *I wanted to go 
talk to them, because these guys are good, but 
they seem to have lost all motivation," moans 
Pandey. Greg Chappell, watch out. 





UMESH GOSWAMI 


A Boost for Sure 


[Т WON'T BE PERSONAL GROOMING, BUT IT WILL STILL BE 
about grooming for ZUBAIR AHMED. The former 
Gillette India head honcho has moved to 
GlaxoSmithKline Consumer Healthcare in India to 
take over from top man Nick Massey, who is moving 
back to the UK. Although Ahmed's new title says 
Vice President & General Manager, he will be the 
Country Manager. Why did Ahmed bail out of 
Gillette? After P&G acquired Gillette last year, Ahmed's 
focus was on helping integrate the two businesses. Job 
done, he was offered a new assignment elsewhere. But 
apparently Ahmed wanted to stay on in India. GSKCH, 
best-known for its Horlicks and Boost brands, made 
a break with the past too by tapping an executive from 
outside its system. Ahmed couldn't be reached, but a 
GSKCH release said it was "business as usual". 





To Almighty His Due 


IF NOT THE GOD, THE TRUSTEES OF KERALA'S FAMOUS GURUVAYOOR TEMPLE MUST BE RUING THE FACT 
that PUTHAN NADUVAKKAT CHENTHAMARAKSHA MENON isn't any heavier than his 70 kilos. 
Recently, the Chairman of Bangalore-based Sobha Developers, one of the top builders 
in the city, got himself weighed in gold and donated the matching 70 kilos of Swiss gold 


bars, worth Rs 6.80 crore, to the temple. What prompted the 58-year-old Menon to 
make the single-largest donation to Lord Krishna's best-known temporal abode in South? 
The Rs 570 crore that Sobha raised from an IPO at a premium. Menon, who first started 


> *Xv4330 


his operations in Bangalore in 1994, chose not to comment on his donation saying, through 

a spokesperson, that this was a ‘personal matter relating to faith’. Sobha investors need- 

n't feel bad about the donation. If not dividends, they will surely receive divine blessings. 2 
т 
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NAME: 
AGE: 51 
DESIGNATION: Founder-chairman 
COMPANY: Satyam Computers 


Focussed on Growth 


OR BHIMAVARAM RAMALINGA RAJU BYRRAJU, FOUNDER-CHAIRMAN OF SATYAM COMPUTER 

Services, 2006 has been a good year. Satyam has been experiencing good growth—the 

11 per cent sequential growth it reported in the second quarter of 2006-07 is its best 

in the last five years; it added more than 4,000 employees during this quarter to take its head- 

Now click, groove, count to nearly 35,000; and its topline is expected to touch Rs 6,452 crore by the end of this 

f с diK c » ' Д ° - ' i ) ° 

Burr, chat, talk and financial year. On the bourses, Satyam's stock has given returns of more than 38 per cent in 
e-mail on the go ; à š | | — node 

the last 12 months. For Raju personally, his appointment in April as Chairman of National 









SOUMIK KAR 





(n e | Association of Software and Service Companies (NASSCOM) came as a long overdue recognition 
Қы ST id of his pioneering contribution to the growth of the Indian r1 industry and his achievement 
| in building Satyam into the fourth-largest IT services company in India. 

=, e. Hailing from an agricultural family, Raju forayed into textiles and construction 
MULTIPLE MAILBOX BROWSER when he returned to India in 1977 after completing his MBA from Ohio University in the 
ё» % | Us, before realising the potential of the IT services sector. Since then, Satyam's success has 
Jj Say ° қ š . " ; 

been a well-chronicled story. Result: Raju, who, along with his co-promoters, holds about 

INSTANT VOICE ACTIVATED , е ^. ° ; - ° š 
MESSENGER DIALING 14 per cent in the company, routinely figures in the lists of the richest Indians. His man- 
е ама agement style: the soft spoken Raju believes in empowering his team and then leaves it 

SMS Peart ta 85 to individual executives to deliver on stiff targets. 


But it hasn't been smooth sailing all the way. Satyam growth, though impressive, has lagged 
the Big Three of the Indian rr sector—Tcs, Infosys Technologies and Wipro. Six years back, 
it was approximately the same size as Infosys; today the latter is almost double its size. 

А There are now rumours—which һе has repeatedly denied—that Raju wants to exit Satyam. 
Ir [n the first week of December, there was speculation that IBM had conducted a due diligence 
of Satyam. Both companies denied the reports. With a market cap in excess of 
& Rs 30,000 crore, any move to acquire even a small stake will be an expensive proposition. 
Raju, for his part, shrugs off such market gossip and is focussing on accelerating Satyam's 

growth even as he plays the elder statesman role at NASSCOM. Ш 
— d e o arpa na tinh ree VENKATESHA BABU 
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Lenovo recommends Windows Vista™ Business. (ТІ, 


Centrino 9%. 
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REVOLUTIONS ARE NOT 

BORN ON THE STREETS. 

THEY RISE IN YOUR MIND. 

THE WORLD NEEDS MORE 
LIVING HEROES. AND YOU'RE ` 
HERE JUST IN TIME. 
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[he spotlight is on India the new emerging economic powerhouse. And yOU 
are its champion. Which is why you need the best business tool - the Lenovo 
IhinkPad R60 powered by Intel” Centrino" Duo Mobile Techno gy - the at 
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